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NATIONAL POLICY AND ISSUES 


LAWS EXPLAINED AT BEIJING PRESS CONFERENCE 
0W041220 Beijing XINHUA in English 1213 GMT 4 Apr 85 
{"Chinese Laws Explained at Press Conference"--XINHUA headline] 


[Text] Beijing, 4 Apr (XINHUA)--China is drafting laws on Sino-foreign coopera- 
tive enterprises, enterprises with sole vverseas capital, maritime trade, 
customs and mineral resources. 


Gu Angran, deputy director of the Commission of Legislative Affairs of the 
Standing Committee of the National People's Congress (NPC), disclosed this at a 
press conference here today. 


The press conference was presided over by Zeng Tao, spokesman and deputy 
secretary general of the Third Session of the Sixth NPC. Xiang Chunyi, vice- 
chairman of the NPC Law Committee, was present. 


Gu explained the differences between the Chinese inheritance law and those in 
other countries. We said they lay mainly in the following three respects: 


--in China, land, minerals, rivers, forests and other natural resources belong 
to the state or collectives and cannot be inherited privately, according to 

the constitution. Only those means of production and subsistance which the law 
permits the citizens to possess can be inherited; 


--stress on care for the old and the young; 


--encouragement of the spirit of mutual understanding, accommodation, harmony 
ead unity in handling property to be inherited. 


In an effort to fill out China's legal system, Gu said, China had since 1979 
enacted 36 laws and 47 decisions concerning laws. 


CSO: 4020/17) 
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NATIONAL POLICY AND ISSUES 


ECONOMIC CONSTRUCTION, REFORM MAIN NPC TOPICS 
OW270308 Beijing XINKUA in English 0243 GMT 27 Mar 85 
|"PEOPLE'S DAILY Hails Opening cf NPC Session"--XINHUA headline] 


[Text] Beijing, 27 Mar (XINHUA)--Economic construction and reform are the 
main topics of the current National People's Congress session, says today's 
PEOPLE'S DAILY. 


Its editorial greeting the opening of the Third Session of the Sixth NPC says 
that the country's situation is becoming better and better year after year, 
marked by political stability and unity, and steady economic growth. 


Great success has been made in invigorating the domestic economy and implementing 
the open policy, and the country has taken an important step forward in making 
itself a socialist country with distinctive Chinese features. 


Experience shows that Chiaa's future lies in the reform, the paper says. The 
people ar2 more confident than ever before that the splendid goal to be 

reached by the end of the century, set by the Communist Party Central Committee 
in late 1984, will be achieved. 


The ongoirg reform is unprecedented and extremely complicated, and there is no 
example tw follow, the editorial says. It calls on the nation to adhere to the 
aim and orientation of the reform and, at the same time, be prudent and avoid 
major setbacks. 


lt says the Communist Party and government have always paid great attention 
to problems arising in the course of the reform and have taken timely measures 
to deal with them. 


The editorial draws attention to new malpractices, saying that they endanger 

the reform and impair the development of the socialist economy and socialist 
culture and ethics. Ideals and discipline are the guarantee of the success of 
the reform, the paper says. It calls on both cadres and masses to cherish lofty 
ideals and abide by state policies and laws. 


It encourages the NPC deputies to pool their wisdom and air their views freely 


in performing the supervisory role of the organ of supreme stute power and make 
the sessicn a meeting of democracy and unity. 


CSO: 4020/17) 
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NATIONAL POLICY AND ISSUES 


LIAONING GOVERNOR ON ECONOMIC GROWTH AT NPC PANEL 
0W300404 Beijing XINHUA in English 0324 GMT 30 Mar 85 


[Text] Beijing, 30 Mar (XINHUA)--Coordinated development is vital for both 
the national and local economies, Liaoning Provincial Governor Quan Shuren 
said here. 


Each locality should take into account its own conditions ana the requirements 
of a balanced national economy while striving for coordinated growth in the 
local economy, he added. 


Quan, a National People's Congress deputy, was speaking #” a panel discussion 
on Premier Zhao Ziyang's report on government work. He agreed with Zhao that 
the achievement of a coordinated development of agriculture and light and 
heavy industries had been a change of "profound and far-reaching significance 
for China's eccnomic development strategy." 


However, he continued: "This does not mean that every province should follow 
the same pattern in trying to balance its economy. 


"Liaoning should display its advantages in heavy industry and contribute to 
the overall balance of the national economy." 


Liaoaing is an industrial province, and home of the Anshan Iron and Steel 
Complex, at present the biggest in China. 


Last year, heavy industry provided 53.6 percent of the province's total output 
value, while agriculture and light industry accounted for 17.2 and 29.2 percent, 
respectively. 


Quan said that this kind of ratio was fairly reasonable for an industrial 
province. Twenty years ago, the output value of heavy industry had been as 
high as 65.7 percent of the provincial total. In the past, the growth of 
agriculture and light industry had failed to keep pace with heavy industry, 
and the supply of consumer goods had fallen short of demand. 


The growth of heavy industry had been held back by the slack rural economy; 
which had resulted in, among other things, a shortage of raw materials. 








As a result, heavy industry in Liaoning had had to undergo a drastic readjust- 
ment. its output fell by 7.8 percent in 1981 from the previous year. 


But Liaoning's heavy industry had picked up again rapidly tharks to the growth 
in agriculture and light industry in the past 2 years. 


Quan said the province's total industrial and agricultural output value had 
increased by 11.3 percent in 1984, following an 11.7 percent growth the year 
before. He said Liaoning had also nade advances in acquiring foreign funds 

and advanced technology. It signed more than 800 contracts with foreign 
businesses last year, involving some 443 million U.S. dellars in total investment. 


Liaoning has already established economic relations with 33 countries and 
regions, and has imported 135 technology-intensive production lines and 112 ranges 
of equipment. 





CSO: 4020/17) 








JPRS-CEA-8 5-038 
18 April 1985 


NATIONAL POLICY AND ISSUES 


CPPCC MEMBERS MAKE ECONOMIC REFORM SUGGESTIONS 
0W011655 Beijing XINHUA in English 1502 GMT 1 Apr 85 


[Text] Beijing, 1 Apr (XINHUA)-—-Members of China's highest consultative body 
today suggested that projects involving enormous investments should not be 
Started before their feasibility was proved by specialists. 


This was one of the proposals put forward at a plenary meeting of the Sixth 
National Committee of the Chinese People's Political Consultative Conference 
in the Great Hall of the People here this afternoon. 


Other proposals covered overall-planning, control over currency and foreign 
exchange, as well as educational reform. 


Economist Qian Jiaju suggested that their technical reliability and economic 
feasibility should be proved before any large projects were started. He said 
lessons should be drawn from the past practice that large-scale capital con- 
struction was carried out as soon as the domestic economic situation showed a 
slight improvement. 


In order to remove obstacles to the economic reform, he said, correction of 
new unhealthy practices should be linked with the rectification of the Communist 
Party's style of work. 


Qian also suggested that the State Council pay full attention to the monetary 
and banking situation in areas opening to foreign investment. He said currency 
control was chaotic in the Shenzhen Special Economic Zone, where Hong Kong 
currency was in open circulation while the Chinese currency (renminbi) was 
sometimes rejected. This resuited in a big gap between the official exchange 
rages and those on the black market, Qian added. 


T. K. Ann, chairman of the Wi..for Industrial Corporation, Ltd., in Hong Kong, 
said that the issuance of a "special economic zone currency" was one of the 
ways to tackle these problems. He also proposed that people be permitted to 
deposit their savings in such currency, and its exchange rate against the 
renminbi be allowed to fluctuate. 


But Li Tzu-sung, editor of the Hong Kong WEN WEI PAO, voiced strong objection 
to Ann's views. Only by restoring the unification of currency and prohibiting 
the circulation of other currencies, he said, could China stabilize its 
currency, check black market money-dealing and prevent embezzlement. 











He called for withdrawing the foreign exchange certificate of the renminbi 
and stopping the issue of any "SEZ currency." Li also urged the exercise of 
democratic supervision in the current economic reform. He said the press 
should report both successes and shortcomings. 


"More criticisms and suggestions would serve as a warning to those persons 
who indulge in unhealthy practices," he added. 


Gu Yuquan said that special attention should be given to the role of technology 
in the reform. Sole emphasis on energy, materials, equipment and labor power 
to the neglect of technology could not help much in expanding production, he 
added. 


He cited Shanghai as a case in point. Over the past three decades, the city's 
industrial output increased 26 times, but its consumption of energy increased 
25 times and that of rolled steel 75 times. 


During the two decades between 1962 and 1982, he said, the part played by 
technology in Shanghai's production growth accounted only for 7 percent. 


Ge Zhicheng, vice-chairman of the Central Committee of the China Association for 
Promoting Democracy, joined five other CPPCC members in suggesting that educa- 
tional reform be carried out along with economic reform. 


They said that institution of the teachers congress in schools was an important 
measure in educational reform, because it would enable the teachers to play a 
bigger role in supervising the school administration and safeguarding their 
legitimate rights and interests. 


CsoO: 4020/171 
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NATIONAL POLICY AND ISSUES 


ECONOMIC COMMISSION CHOOSES MODERNIZATION TARGETS 
OW300421 Beijing XINHUA in English 0341 GMT 30 Mar 85 


[Text] Beijing, 30 Mar (XINHUA)--Three hundred large state-owned enterprises 
have been given top priority for technical modernization this year, according 
to the State Economic Commission. 


This year's capital construction policy would continue to concentrate on 
upgrading, overhauling or expanding existing enterprises,a commission official 
said. 


Earlier on Thursday, State Councillor and Planning Minister Song Ping told the 
current National People's Congress session that the state would allocate some 
36 billion yuan for modernizing enterprises this year. 


China spent 30.4 billion yuan last year on the technical modernization of 
74,000 existing enterprises--an increase of 11.4 percent over the previous 
year. Of these schemes, 39,000 were completed. 


The 300 key enterprises chosen this year are from 13 different industries. 
Nearly half of them involve machine-building or electronics. 


Most of these plants were built in the 1950's and 1960's, and are now outdated 
and in immediate need of modernization. 


Meanwhile, the government is encouraging enterprises to improve quality, 

develop new products, reduce consumption of energy and raw materials and develop 
new technology. Apart from using their own money for revamping, enterprises may 
raise loans from Chinese banks or acquire funds from abroad. 


Inter-departmental and inter-regional cooperation, such as compensation trade, 
will be encouraged to speed up the technical transformation of old factories. 


China spent $US1.56 billion on importing 1,620 items of foreign technology 
last year--two and a half times as much as in 1983. 


CSO: 4020/17] 
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NATIONAL POLICY AND ISSUES 


JINGJI RIBAO ON BALANCING PRODUCTION, CONSUMPTION 
OW150849 Beijing XINHUA in English 0754 GMT 15 Mar 85 


[Text] Beijing, 15 Mar (XINHUA)--Unreasonable increases in consumption funds 
must be halted or this will affect the current economic reform, an editorial 
in today's ECONOMIC DAILY [JINGJI RiBAO} urges. 


The editorial calls for balancing production and consumption conscientiously. 
lt is necessary to note that incomes are outstripping productivity, the 
editorial says. 


For example, some enterprises and organizations have abused the distribution 
of boruses, subsidies, and provision of free clothing and free lunches. Some 
other enterprises or units illegally increase employees’ wages. 


It is important to handle correctly the relationship between production and 
consumption in order to develop the current favorable situation and push forward 
the economic reform, the editorial says. It warns that overstressing production 
at the expense of consumption harmed the people's enthusiasm for production 
under the "left" influence in the past. "This is an unforgettable lesson," 

it says. 


However, increasing consumption funds through illegal means will not only affect 
the healthy growth of the nationa] cconomy as a whole but also work against the 
interests of those who do so, the editorial warns. 


The editorial stressed that important cconomic policies, including those on 
wages, prices, finance, loans and credit, must be decided by the central govern- 
ment. The unreasonable distribution of bonuses, wages, and subsidies must be 
corrected, and those responsible must be punished, the editorial says. It calls 
for regulating fund distribution by taxes and banks, 


It is necessary to improve economic legislation, as one reason for the present 
irregularities is the defective legal system. Efficient monitoring of the 
economic system is a pressing need, the editorial urges. 


CSO: 4020/171 
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NATIONAL POLICY AND ISSUES 


NATIONAL ECONOMIC INFORMATION CENTER OPENS 
OW2/1131 Beijing XINHUA in English 1056 GMT 27 Mar 85 


[Text] Beijing, 27 Mar (XINHUA)--The State Economic Commission has set up a 
national economic information center here, today's ECONOMIC DAILY reported. 


Facsimile-transmission facilities are being installed to provide direct contacts 
with economic commissions in all provinces, municipalities and autonomous 
regions. 


The center will report on new trends and problems in China's economic develop- 
ment, provide consultancy services and train information office staff and 
advisers, the paper said. It will also organize international technical 
exchanges and cooperation and gather foreign economic information. 


An economic information network linking 104 big cities, including Beijing, 
Tianjin, Shanghai, Guangzhou and Shenyang, has recently been formed. 


And an informacion network coordination council, aimed at collecting, 
transmitting and exchanging information in southwestern China, was set up in 
hengdu, the capital of Sichuan, earlier this month. 


It comprises information organizations in Sichuan, Yunnan and Guizhou provinces, 
the Guangxi Zhuang Autonomous Region and Chongqing City. 


CsoO: 4020/171 
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NATIONAL POLICY AND ISSUES 


CONTROL OF GROWTH OF OUTPUT VALUE URGED 
HKO30825 Shanghai SHIJIE JINGJI DAOBAO in Chinese 18 Mar 85 p 2 


[Article by special commentator Wu Jinglian [0702 2417 8834]: "Control the 
Growth of Output Value to Realize a Benign Cycle in the National Economy at 
an Early Date") 


[Text] [Author's note] In an article entitled "The Development Principles 

of and Macroeconomic Control Over Economic Reform in Its Initial Stage" 
(published in RENMIN RIBAO on 1] February this year), I submitted that in order 
to create a fine economic environment for China's economic structural reform, 
it was necessary to slow down the rate of economic development a little, to 
control the scale of capital construction, and to prevent an excessively rapid 
increase in consumption capital. In this article, I would like to air more 
views on controlling the growth of output value. [end author's note] 


Over the past few years, our country's industrial and agricultural production 
has gradually developed. The annual growth rate of the gress industrial and 
agricultural output value in 1984 was 14.2 percent. Industrial development has 
been faster this year. In January, industrial output value increased by 

24.5 percent over the same period last year. In February, it increased by 

22.6 percent over the same period last year. It is estimated to increase by 
around 20 percent in March over the same period last year. A "furor" of rising 
output value has emerged in some localities since the second half of last year. 
For example, some localities have set the target of “doubling™ their output 
value by 1987 or 1988 and "quadrupling" or “increasing eight-fold" their output 
value by the end of this century. 


How should we look at the high rate of industrial and agricultural output value? 
On the one hand, raising the rate of industrial and agricultural development 

is a good thing, as this indicates certain achievements in economic readjustment 
and reform and can guarantee realizing the great targets set by the 12th CPC 
National Congress. But on the other hand, there are hidden dangers in the 

ten ency of excessively increasing output value, and we cannot but pay serious 
attention to such a tendency. 


"Gross output value" is a norm for assessing the quantity of products. It is 
quite inaccurate to assess national economic development or to assess the results 
of work in some localities, departments, and enterprises in particular, merely 
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by this norm. Calculations by "factory methods" are apt to contain “exaggerated" 
figures. The principal shortcoming of the norm of gross output value is that 

it consists of not only the newly created additional value, but also the 
transferred value in material consumption. Using gross output value as a norm 
for calculation and assessment cannot embody the cost of producing the products 
represented by the gross output value and cannot reflect economic results. This 
will foster the tendency of producing a large quantity of products at all costs 
without paying attention to their quality or economic results. Long ago, quite 
a number of domestic and foreign economists cast doubt on the rationality of 
taking this norm as the key norm. For example, the late Chinese economist 

Sun Yefang's first thesis on the socialist economy entitled "The Law of Value 
and How To Improve Calculation and Statistical Methods" (1956) deals with the 
shortcomings of the norm of gross output value. 


To prevent the tendency of onesidedly seeking output value and growth rate in 
realizing the strategic aim of national economic development by the end of this 
century, the [word indistinct] CPC National Congress, which was held in 1982, 
Stipulated that the gross output value of the national economy should be raised 
“under the prerequisite of constantly improving economic results." However, 
when considering the targets of development of their own regions, departments, 
and ente prises, some people often forget this prerequisite, indiscriminately 
applying to their own units the national target of doubling the gross annual 
output value, regarding the increase in output value as the basic and only 
target of economic development, and thinking that the higher the output value 
in their units, the greater the achievement in their work. To raise output 
value, some localities, departments, and enterprises compete with each other 

to increase their investment in fixed assets, thus expanding the scale of 
capita] construction. In fact, high output value in some units has been produced 
through high investments, and some products which have been produced through 


high investments, do not necessarily correspond to the needs of society. Thus 
this situation has emerged in some localities: Although output value has SED, 
[as printed] economic result still very bad and the newly created wealth is 
still far from being able to improve the people's livelihood. If investment 
in fixed assets, wages, and bonuses are determined according to the increase 
in output value, accumulation and consumption funds will expand excessively 
and national revenue will be "overdistributed." This will bring about the 
excessive circulation of currency and is detrimental to the steady growth of 
the national economy. 


From a long-term viewpoint, maintaining an appropriate economic development 
rate should be linked for a shile with the current economic readjustment and 
economic structural reform. 


The purpose of national economic readjustment carried out since the 3d Plenary 
Session of the llth CPC Central Committee is to overcome negative factors 

arising from the traditional strategy for economic developmen t and to realize 
a change from the traditional strategy to a new strategy for economic develop- 
ment. One characteristic cf the traditional strategy for economic development 
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is onesiitedly seeking output value and growth rates, onesidedly developing 
industry, and expanding production extensively, whereas the new strategy for 
economic development takes improving economic results as its principal target 
and adopts the methods of developing the various branches of the national 
economy (including the tertiary industry) in coordination and of expanding 
production intensively. Obviously, onesidedly seeking output value and growth 
rates run counter to the requirements for such a strategic change. 


Recently, the State Council approved and circulated the “report program on the 
strategy for economic development in Shanghai," notifying various localities 
and departments to implement it (see the XINHUA news release of 16 February 1985). 
According to this “report program," being the country's largest economic 

center, Shanghai should not onesidedly "double" its output value but should 

bring its multifunctiona] role into ful] play and make the greatest contributions 
to the four modernizations. For this reason, the State Council circular pointed 
out that the GNP will be the principal norm for assessing, Shanghai's economic 
work. I maintain that the substitution of the increase in the CNP for that in 
the gross industrial and agricultural output value in the assessment of urban 
economic work is a decision of major significance, as the GNP embodies the 

final product and value of labor in the national economy. This substitution 

will be of much help to overcoming the long-standing tendency of onesidedly 
seeking output value in economic work. It marks Shanghai's embarking on the 

new road of reform and invigoration after freeing itself from the past practice 
of running trades and undertakings on a low technological basis by paying 
attention only to its output value to the neglect of its multifunctional economic 
role, which brought about a situation in which its equipment and technology were 
outmoded, urban basic facilities were backward, and the environment worsened. 


This new strategy not only has important bearing on Shanghai's economic develop- 
ment, but is also applicable to the rest of the country, and in particular, to 
the coastal cities. Under the traditional economic form, the socialist economy 
was "hungry for investment and consumption" for a long time. According to the 
analysis in "Shortage Economics," a book written by a Hungarian economist named 
ya ke er nai [716i 2688 1422 1143], the main causes fur such hunger are that 
first, leaders at various levels desire to expand the business they are in charge 
of and therefore there is an “expansionary impulse"; and second, enterprises 

do not have any material responsibility for the risks arising from their expan- 
sion, as "budgetary restrictions are soft." In China, the practice of using 

"big pot capital” due to “soft budgetary restrictions" has not been fundamentally 
changed. If leaders at various levels and public opinion encourage the habit 

of seeking a high rate of output value, a “hunger for investment and consumption" 
will wildly grow following the emergence of an “expansionary impulse." This will] 
even make the national economy come back to the old road of high targets but low 
results. This road will make it difficult to maintain constant and steady 
development of the national economy. As our country has a large population and 

a poor foundation, is not rich in underground or surface resources, and has 

many big and small problems with its ecology, it is even difficult for our 
national strength to bear such a high rate of increase. If output value rises 
quickly, it will cause drastic pressure on energy, communications, and the 
ecology. If this drastic pressure exceeds the capacity of energy, communications, 








and the ecology, development rate will drop sharply. In the end, readjustments 
have to be made. Historical experience tells us that such ups and downs in 
economic development have caused excessively great economic and political losses 
and that we must do our best to stop them. An important method for avoiding 
such ups and downs is to take measures in a timely manner so as to maintain an 
appropriate development rate. 


I will not repeat my views on th: strategy for ensuring the successful imple- 
mentation of the economic structural reform in our economic development, as I 

have dealt extensively with this problem in my article "The Development Principles 
of and Macroeconomic Control Over Economic Reforms in Its Initial Stage." In 
short, if we slow down the rate of production a little so that we can have a 
comparatively spacious macroeconomic environment, we wili gain the initiative 

in exercising the measures for economic reform. 


Viewed from the change in economic development strategy, from the necessity 

for implementing the economic structural reform, from the angle of straightening 
out economic relationships as soon as possible, and from the point of maintain- 
ing constant and steady development of the national economy for 2 long time, we 
should adopt the policy of appropriately controlling the rate of economic 
development. For this reason, we should work out measures to seriously handle 
the “excessive furor" in our economic life. Some comrades suggested that the 
media of leading organs should guide cadres at various levels in preventing such 
a folly as onesidedly seeking output value and that the norm of gross output 
value should be replaced by the norm of net output value and economic results 

in assessing economic development. 1 think this is a very good suggestion which 
our leaders should consider and accept. 
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[Article by Bo Yibo [5631 0001 3134): "First, Deal With Concrete Matters 
Relating to Work; Second, Be Sharp-witted and Capable--Speech Delivered at a 
Joint Meeting of Advisers and Directors of the Chinese Industrial Economics 
Society" ] 


[Text] After listening to the work report delivered by Comrade Jiang Yiwei just 
now, I know that although it has not yet been long since the establishment of 
the society, it has done much significant work. It is obvious that we need 
organizations like the Chinese industrial economics society. Its members are 
selected, and many of its directors and advisors are invited and elected after 
careful consideration. At present there are many societies and institutes 
throughout the country. Some of them have been run well, but some of them are 
not so useful. Some of them are not useful at all. It is necessary to overhaul 
and consolidate them. The guiding principle of the Chinese industrial economics 
society is: First, deal with concrete matters relating to work; second, be 
sharp-witted and capable. I agree with this. I hope that other societies and 
institutes will also follow the same guiding principle. Of course, this dealing 
with concrete matters relating to work does not simply mean doing things in a 
practical way. If things are as simple as that, what is the use of having 
theoreticians? It is still necessary to entrust our theoreticians with suitable 
tasks. To me, dealing with concrete matters relating to work means integrating 
theories with practice. 1 would like to repeat the old saying: Seek truth 

from facts, and refrain from indulging in empty talk. Being sharp-witted and 
capable refers to organizational principles. In other words, the industrial 
economics society should not make a pompous and empty show of power and influence. 
What is more important is to invite talented personnel from the industrial 
economics circle to join the organization. There are 10 guiding principles con- 
tained in the decision of the CPC Central Committee on reform of the economic 
structure. Comrade Deng Xiaoping says that the ninth guiding principle is the 
most important. He summarizes it in the following sentence: We must respect 
knowledge and talented personnel. While running a society, we should also follow 
this principle. We must discover economic workers and economic theoretical 
workers who have real ability, knowledge, and practical experience, and invite 
them to join the society. By going deep into the realities of life and constant- 
ly summing up experiences, we should invite them to put forward sound and 
practical opinions in the interests of the improvement of our economic and 
industrial work. 
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The work report mentions that the society has two publications. The first 
publication is an open intellectual journal which publishes these. The 

second publication is an internal journal which makes suggestions for the 
improvement of the work of the central authorities and the departments concerned. 
It is necessary for the society to do this. It is important to run an advanced 
research and study center for industrial management. The work should be done 
effectively. The center should not be more in name than in reality. If it is 
truly run well, it can train some leading cadres for economic management. Of 
course, we should not mainly rely on this center to accomplish the task. 

At present we are implementing a job responsibility system for factory directors. 
We should have a sufficient numbér of qualified cadres who conform with the 
demands of the four transformations of cadre ranks and who can take up leading 
posts in enterprises. We should comprehensively understand and master the four 
transformations of the cadre ranks. It is important to make cadre ranks better 
educated and more professionally competent. However, this does not mean that 
once a person has graduated from a university and has knowledge about a certain 
specialized subject that he can do everything. This is not the case. A problem 
we are now facing is that after promoting some engineering and technological 
personnel to leading posts in various departments, while we find out that some 
of them are well qualified for their posts, some of them are not. They were 
formerly engineers in factories and did their work well. However, after their 
promotion, they find it difficult to accomplish their new tasks. It is obvious 
that we need some "panacea-type" cadres to take up leading posts. Naturally, 
“panacea-type" is not a pleasant tern. We are onl, borrowing the adjective, and 
do not intend to look down upon therm. What we mean is that it is unnecessary 
for some cadres to be experts in specialized fields of study. It is more 
necessary for them to have a broad range of knowledge. They should have some 
technological knowledge, especially about the new science and technology. In 
addition, they should also know some economics, management, edministration, 

and philosophy. They must first have ideals, great ideals of building socialism. 


I agree with the idea of establishing economic management institutes and schools, 
including higher industrial management research and study centers run by the 
society. If we know nothing about management, we will gain nothing, even if we 
have imported advanced technology. Many of our enterprises are well equipped. 
They are equipped with electronics technology, automation, and so on. However, 
they lag behind in management because they know nothing about it. Therefore, 
they are not able to give full play to their advanced technology. To integrate 
technology with management and administration, the problem of training has 
become a pressing one. After working for many years, it is necessary for leading 
cadres of enterprises to carry out their further study. Technolcgical knowledge 
faces the problem of becoming obsolete. Does management knowledge also face 
this problem? I visited the Si Long [2448 7127] management college in Boston 

in the United States, which is similar to the research and study center I just 
mentioned. That management college trains managerial personnel for capitalists. 
After working for several] years, managers or other officials will be sent to the 
college for further study or training. It has been reported that managers of 
some large enterprises in the United States are trained by the college. We 
should learn frem their methods and adopt our own proper measures in order to 
train our factory managers and managerial personnel. 
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Our society should study current problems. We should do so with the aid of 
historical experiences. Over the past 30 years or so, we have achieved con- 
siderable result and accumulated many experiences. We should not neglect all 
this. Today we emphasize reform. However, this does not mean that we did 
nothing in the past and that no past experiences are worth drayving or. Our 
seciety should do well in learning from the tortuous course we followed in 
the past. Our purpose in so doing is to make further progress and build 
socialism with Chinese characteristics. 


Just as Comrade Xiaoping has pointed out: The decision of the CPC Central] 
Committee on reform of the economic structure is a political measure which 
integrates the basic principles of Marxism-Leninism with the practical reality 
in China. All comrades present should study this important decision well. 
They should also understand and implement it effectively. In the meantime, 

it is their duty to sum up experiences in practice and expound on the decision 
in scientific way. It is not sufficient to rely on the views expressed by 

the central authorities alone. At present, some young economic workers and 
theoretical workers have written articles to publicize this decision. Some 

of these articles are well written. 1 hope that veteran comrades in the 
economic and theoretical circles will make further efforts in this respect. 

In his “Excerpts From Hegel's ‘Logic’," Lenin quoted Hegel's remarks: "The 
same maxim explained by a young man (even if his understanding of the maxim 
is completely correct) is not so intellectually magnificent and profound 

as when it is explained by well-experienced older people. This is because 
these older people can demonstrate the entire meaning of the maxim." Lenin 
praised this remark as a profound philosophical theory, and said that it was 
materialist. Our veteran comrades should use their abundant experiences to 
constantly explore the practice of economic structural] reform, and to study 
and publicize the decision of the central authorities, so that it will achieve 
the desired results. 


We should study the objective law of economic development. On this basis, we 
should effectively administer and guide our economy. This is an important 
principle which is not easy to follow. Such being the case, we should make 
great efforts to learn to master the law of economic development in the 
interests of our present four modernizations program. 


The decision on reform of the economic structure has raised many questions. 

For example, we understand the principle of the planned commodity economy. 
However, how should we deal with this matter specifically? We should also 

study well some other problems, including the policy of opening to the outside 
world and invigorating the domestic economy, competition, and other problems. 
These matters should be effectively handled. In the past, some matters were not 
properly handled. How should we deal with the matter of planning? It is obvious 
that we need both mandatory planning and guidance planning. In the meantime, we 
need regulation by market mechanisms as a supplement. In the past, the order 

of priorities in our national economic plan was “heavy industry, light industry, 
and agriculture." Later, the order was changed to “agriculture, light industry, 
and heavy industry." Whether it is “heavy industry, light industry, agriculture’ 
or vice versa, the problem has not yet been properly and rationally solved. 

This is a problem which has remained unsolved for a long time. Over the 

past few years, we have markedly developed our economy. This should be 
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affirmed. However, in general, we have not yet succeeded in maintaining 

a sustained economic growth. In particular, our technology is comparatively 
backward, our product quality is poor, our economic results are Low, and we 
have not done well enough in rapidly improving people's Living standards. 
People have Lived in poverty for a long time. During the period of construc- 
tion, we failed to properly solve economic problems. If we fail to change 

the present state of affairs, how can we ask the people to firmly believe 

in the superiority of the socialist system? Our party and the present central 
leadership realize this problem. Proceeding from practical reality in China, 
they conscientiously sum up historical experiences and guide the present con- 
struction. It is clear to all that we have achieved marked results in recent 
years. The recently published “Build Socialism With Chinese Characteristics" 
compiles recent important speeches and articles written by Comrade Xiaoping. 
These speeches and articles are a crystallization of the collective leadership 
of the Standing Committee of the Political Bureau of the CPC Central Committee. 
There is no doubt that the important decision on reform of the economic 
structure adopted by the 3d Session of the 12th CPC Central Committee and 
important documents issued by the central authorities in recent years are of 
guiding significance and point out the correct orientation. However, this 
does not mean that everything will go off without a hitch in the future and 
that all problems have been settled. This is not the case. Our success 
depends on the correct guidance provided by our party in practice, and upon the 
efforts exerted by the millions upon millions of the masses. As far as the 
present reforms is concerned, we should Lose no time in carrying it out, con- 
Stantly putting it into practice, and summing up experiences. We should adopt 
the method of taking one step at a time and summing up our work after taking 
each step. We should correct our specific methods and measures once we dis- 
cover that they are wrong. Of course, the general direction cannot be changed, 
because it is correct and conforms with the Law of objective developments and 
the interests of the millions upon millions of the masses. It is in Line with 
the general trend and the popular feeiing. However, with regard to specific 
regulations and methods, we should pay attention to studying them. We should 
readjust them whenever we find out that they are improper. 


Our central authorities have clearly and definitely defined and firmly grasped 
each and every matter of primary importance in terms of principles and ortenta- 
tion. However, as far as specific work is concerned, the central authorities 
stress that we should act with caution and that we should pay attention to work 
methods and measures. All work should follow the idea of "practice, theories, 
practice again.” We should constantly sum up experiences, generalize them in 
theory and then carry them through. [t is the duty of comrades of the industrial 
economics society to conscientiously sum up our experiences. Our veteran 
economists and well-known figures in economic circles should blend with middle- 
aged and young economists an? economic workers. The society should pay 
attention to recruiting a fairly great number of members from among middle-aged 
and young economists and economic workers, as well as those middle-aged and 
young comrades who have effectively run industries and enterprises. In so doing, 
this society will maintain its vitality. Veteran comrades are, after all, old. 
Economic circles also face the problem of cooperation between old and young 
comrades and the problem of replacing the old with the young. 


There is one problem which merits our attention. Some universities in foreign 
countries oppose the idea of employing their graduates as teachers. Instead, 
they employ graduates from other universities to give lectures, in order to 
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promote exchanges. Connections are getting thinner with each passing generation. 
Does our education also face this problem? Our society should pay attention aot 
to lumping together people of the same generation and school. Our society should 
integrate the old, the middle-aged, and the young, and integrate theoretical 
workers with practical workers. Under the prerequisite of upholding the four 
basic principles, we should advocate free academic study, and let people of 
different experiences and views work together to discuss and study the building 
of socialism with Chinese characteristics. 


We are facing the challenge of new technology. In the world today, competition 
in technology and knowledge is acute. The situation will continue to exist, 

and we should conscientiously deal with it. Otherwise, it would be unnecessary 
for us to estimate how much time is needed to complete the four modernizations 
program. In the process of building socialism with Chinese characteristics, what 
measures should we take to promote technological progress? Should we all be 
engaged in the new technolcgy and new industries? Should we only exert main 
efforts to promote the progress of new technology and new industries? What is 
the relationship between new industries and traditional industries? How should 
we integrate them? Should all trades and enterprises adopt the newest techno- 
logy, or should they mainly develop intermediate and applied technology? How 
should we integrate and simultaneously develop technology-intensive and Labor- 
intensive items? We should proceed from reality in China and follow our own 
path to study and handle these problems. There are numerous examples. For 
example, the relationship between the building of new enterprises and reforming 
old enterprises, the relationship between industries run by cities and industries 
run by town and townships, the relationship between large enterprises and 
medium and small enterprises, the relationship between the military industry and 
civil industry, and others should all be handled in accordance with the practical 
reality in China. We should follow our own path. 


The decision of the CPC Central Committee on reform of the economic structure has 
pointed out that invigorating enterprises is the key to restructuring the national 
economy. With this key in mind, we must handle two types of relations satis- 
factorily. In other words, we should establish a correct relationship between 
the state and enterprises owned by the whole people, a correct relationship 
between enterprises and their staff members and workers, and we should handle 
well a series of problems related with systems. These problems include reforming 
the planned management system, consciously making use of the Law of value, 
establishing a rational price system, giving play to the role of economic Levers, 
separating government from enterprise functions, implementing the principle of 
remuneration according to work, developing a diversified economy, further 
expanding economic and technical exchanges with foreign countries and domestic 
units, and so forth. With regard to the specific methods for implementing these 
policies and guiding principles, there are many problems which should be further 
explored in both practice and theory. For example, Comrade Zhao Ziyang asked: 
After delegating power, who will represent the state? Our research in economic 
theories should keep pace with the development of the situation. 


Some people both at home and abroad have asked whether our reform will deviate 
from socialism and turn capitalist. It is the duty of our theoretical workers 
to expound on this problem. We are breaking with outmoded conventions and 
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patterns and learning frem the advanced management methods of some capitalist 
countries in accordance with the practical requirements of China. Our purpose 
in so doing is not to pursue capitalism, but to carry out socialist construction 
in a better way. Our purpose in importing more foreign capital and advanced 
technology is to enrich the 200 million people in the coastal areas first. After 
chat, they will support and bring along the interior areas. Even if the coastal 
cities which are opened to outside world have imported some foreign capital, and 
if foreign businessmen are allowed to solely run enterprises in these cities, 
they have only a small impact in the whole country. They can only be beneficial 
to the development of socialist economy, and will never turn these coastal areas 
capitalist. We use this policy to speed up the building of socialism with 
Chinese characteristics. As far as our reform is concerned, it has not and is 
not allowed to change the basic system of socialism. [It can only consciously 
readjust the socialist economic structure so that it will further be improved 
and developed. We should conscientiously study the entire contents of the 
"Decision." This point is clear. As far as the structure of our ownership 
System is concerned, we are changing the previous leftist methods of “larger in 
size and having a higher degree of public ownership," and the situation of "poor 
transition." We are actively developing a diversified economy and promoting 
technological cooperation and technological exchanges with foreign countries. 
However, public ownership is still the basis of our social economy. An economy 
under ownership by the whole people is still the leading force of our socialist 
economy. 





We should study documents issued by the central authorities and speeches delivered 
by central leading comrades. However, this does not mean that there is no need 
for us to study classical works. We should study classical works in order to 

lay a solid theoretical foundation. In the meantime, we should study some 
important documents related to policies and important speeches delivered by 
central Leading comrades. Comrade Zhao Ziyang has recently given an important 
explanation on the relationship between production and consumption. Since rura| 
areas have become rich, the structure of consumption should also be changed. 
People have set higher demands on food, clothing, and daily necessities. To 

keep in Line with these changes, we are also facing the problem of readjusting 


and reforming the structures of our industry and production. fhis matter should 
be effectively dealt with in Light of the new situation. In the tace of many 
practical problems, comrades of our industrial economics society should study 


hard and be good at study. They should achieve results in their work and train 
more qualified personnel. 
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[Article by Xiao Liang [2556 0031]: "“Commercialization of Residential Units 
and the Reform of Our Country's System Governing Urban Residential Units"] 


[Text] It Is Difficult To Solve the Housing Problem of China's City Dwellers 
With the "Supply System" 


Since the founding of the PRC, the party and government have been concerned with 
the housing problems of city dwellers. According to statistics, from 1949 to 
L982, the state (including enterprises, institutions, and other units under the 
system of ownership by the whole people) invested more than 81 billion yuan in 
housing construction and completed residential units with a total floor space 

of 845.81 million square meters. From 1979 to 1982, the state invested 

43.8 billion yuan, accounting for 21.3 percent of the total state investment 

in fixed assets in the same period, and completed new residential units with 

a total floor space of 314 million square meters. The state investment in hous- 
ing construction reached 12.5 billion yuan in 1983 and considerable invest- 

ment was also made in 1984. 


So far, however, the housing standard of China's city dwellers is still very 
low. From 1978 to 1983, the per capita housing space of city dwellers increas- 
ed only by 1 square meter, that is, it increased from 3.6 square meters in 1978 
to 4.6 square meters in 1983. At present about one-third of urban households 
are short of housing. 


There are numerous factors contributing to the housing shortage of city dwellers, 
including excessive population growth, excessively rapid increase in housing 
demand, insufficient attention paid to housing construction due to "leftist" 
guiding thinking, and failure to set up, from the higher levels to the grass- 
roots, sound and stable organs to manage housing construction and real estate. 
However, a more important cause Lies in our specific housing system. 


Our country's previous systems governing the residential units of city dwellers 
could be summed up as the "supply system" and the "“semisupply system." Under 
these systems, the state built residential units for workers and staff members 
and distributed them according to a person's post, grade, and family members 

at a very low rent (on an average, the rent collected was a Little over 11 fen 
for a square meter of construction space per month and in some localities it was 
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only several fen per square meter). Such a low rent could not even cover 
Management expenses. The state not only found it impossible to recover the 
funds used in housing construction but also had to throw in Large amounts 

of subsidies every year. As early as in the 1950's, Premier Zhou Enlai 

pointed out that it was imperative to appropriately raise the rent collected 
from the workers and staff members Living in public housing and that the rent 
should generally include charges for depreciation, repair, and management. This 
was not a high demand. In the ordinary course of events, it could be put into 
effect at that time but due mainly to the influence of “lLeftist" ideology, which 
negated the commercial character of urban residential units and which regarded 
housing as a welfare service, it was not put into practice. 


This "supply system" has now developed to such an extent that it is absolutely 
necessary to reform it. First, it is an unbearable financial burden to the 
State. In recent years the state has invested more than 10 billion yuan 
annually in housing construction, not including the subsidies for repairing 
houses brought about by the Low rental system. Second, with the rent being so 
low, those who occupy more housing space gain advantages, thus Leading people 

to obtain houses by every possible means. Some people want to have more 

housing space or to obtain better houses even if they have sufficient housing 
space. Under such circumstances, not only is it difficult to check the unhealthy 
practices of taking advantages of one's power to seek private gains but it also 
stimulates demand and sharpens the contradiction between supply and demand. 
Third, since it is more advantageous to rent houses than to buy or build houses, 
the enthusiasm of city residents for buying or building houses for their own use 
will surely be affected. Furthermore, the management of real estate is not 
conducted according to economic principles, therefore, the economic results 

are poor. This makes it impossible to repair houses and buildings promptly and 
thus worsens their state of disrepair. 


The Experimental Reform of the Housing System in Recent Years Has Had a Good 
Beginning 


Since the 3d Plenary Session of the |lth CPC Central Committee, the central 
leading comrades have pointed out on numerous occasions the need to reform the 
housing system. In his speeches, Comrade Deng Xiaoping repeatedly pointed out: 
It is necessary to think out a series of policies on the construction and dis- 
tribution of houses in the cities. City dwellers may purchase or build houses 
for their own use. [t is permissible to sell not only new houses but also old 
ones. Payment can be made in one lump sum or by installments. It is necessary 
to readjust rent according to the price of the house so that people will think 
it more advantageous to buy houses. In June 1980, the CPC Central Committee 
and the State Council explicitly stipulated: "Workers and staff members 

should be allowed to build or buy private houses and to own private residential 
units. The state should build a number of residential units in a planned way 
to be sold to individual persons. The price of the house can be paid off 

in one lump sum or by installments. Those paying in one Lump sum should be 
given preferential treatment." [In recent years Premier Zhao Ziyang proposed 

on numerous occasions subsidizing the sales of residential units. He said: 

By implementing the method of subsidizing the sales of houses under which the 
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State and unit subsidize two-thirds of the price and the individual purchaser 
pays one-third of the money, we can encourage the masses to spend their money 
on houses. The property right will belong to individual persons. In this way 
we can instill vitality into the building industry. 


In line with the instructions of the central leading comrades and the relevant 
stipulations of the state, the departments concerned have conducted many 
investigations and studies and made experiments in recent years. For example, 
in 1979 the former state urben construction bureau made experiments in Guangxi's 
Nanning, Liuzhou, Wuzhou, and Guilin and in Xian by allocating funds for the 
construction of residential units sold to workers and staff members. Since 
1980, residential units as commodities were in experiments in Handan, Chengdu, 
Shenyang, Fuzhou, Quanzhou, Nanjing, Wuxi, Hefei, Anqing, and Wenzhou. By 
October 1980, 747 residential units with a total floor space of 42,376 square 
meters had been sold to individuals in about 50 cities throughout the country; 
a few cities and towns had also started selling secondhand houses. In 1981 

the work of selling residential units was conducted on a larger scale. In 
April 1982 the State Council approved the reports submitted by the former state 
construction commission and the former state urban construction bureau and 
designated Zhengzhou, Changzhou, Shashi, and Siping to conduct experiments on 
subsidizing the sales of residential units. By February 1984, the four cities 
had subsidized the sales of 1,797 residential units with a total floor space 

of 93,600 square meters. Most of the purchasers were workers, staff members, 
or cadres and more than 60 percent of them paid in one lump sum. At the same 
time, an economic organization dealing chiefly in residential units for commer- 
cial purposes, the China Housing Construction and Development Company, was set 
up to market and rent houses and to contract for the construction of houses. 

At present the company has set up branch offices in more than LO cities, includ- 
ing Changzhou, Suzhou, Guilin, and Zhengzhou. In 1983 it built or renovated 
residential units with a total floor space of 690,000 square meters and sold 
more than 7,000 residential units. 


In exploring the reform of the housing system, some localities and units have 
made more rapid progress. For example, the Shekou industrial district in the 
Shenzhen Special Economic Zone has from the start obtained bank credits for 

the construction of residential units and sold them as commodities. It has not 
taken any money from the state. By the end of 1983 the Shekou industrial 
district had built residential units with a total floor space of 103,000 square 
meters, more than 90,000 square meters of which were occupied by workers and 
staff members, thus basically solving the housing problem of the existing 
workers and staff members. The rent is calculated according to the principle 
of neither Losing nor making money and on the basis of depreciation charges, 
interest, management expenses, and maintenance costs in order to recover the 
construction costs and other charges and to continue building new residential 
units. Because of the basic commercialization of residential units, no buildings 
have been built especially for secretaries or members of the Standing Committees 
of the CPC committees and the distribution of houses is also quite rational. 

Not Long ago, further reforms were deliberated in order to encourage workers 

and staff members to purchase residential units. The purchasers will be issued 
certificates of property right. At present some workers and staff members have 
paid advance money for their purchases and some have even moved to the houses 
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they re soing to purchase. Naturally, the situation in the S'ieckou indu ial 
disti :t .s exceptional because it is a special economic zone, where th 
salaries of workers and staff members are relatively high and where spending 
more than 40-50 yuan a month on rent for each person is not regarded as a heavy 
burden. However, their experiences, such as acting according to economic Law, 
eliminating malpractices, and solving problems quickly (Shekou implements the 
system of submitting tenders and contracting for the construction of residential 
units and it takes only 8-10 months to complete and move to new houses) are 
useful to the reform of our country's housing system. 


Some comrades have misgivings about the commercialization of residential units. 
They hold that with such Low wages, few workers and staff members in our 
country can afford to buy houses. However, the supply always falls short of 
demand in places where experiments are conducted. This shows that by sub- 
sidizing the sales of residential units, most poor households are willing to 
purchase houses. If we change the practice of granting rent allowances into 
one of appropriately raising the salary income of workers and staff members or 
raise the rent along with salary increases, there will surely be more workers 
and staff members switching from renting to purchasing houses. 


The Special Features and Advantages of the Commercialization of Socialist 
Residential Units 


We stand for the commercialization of residential units but we do not favor 
completely free buying and selling of residential units, nor do we advocate 
the production and sales of residential units exclusively for profit. We only 
stand for a change in the practice of taking overall responsilibity for the 
housing problems of workers and staff members and in the low rent policy and 
act according to the law governing the commodity economy. We stand for the 
commercialization of socialist residential units. It should have the following 
special features: 1) The production and sales of socialist residential units 
should be able to meet the housing needs of the people more satisfactorily 

and although it should also make some profit, it should not regard the earning 
of profit as the only objective; 2) in distributing and selling residential 
units we should take into consideration a person's practical needs and his 
qualifications and not sell houses to whoever has money or in whatever 
quantities he may want; 3) a person may rent, make over, or sell his own house 
but this must be in keeping with the state stipulations. In making over a 
house which a person has purchased with state subsidy, it is necessary to con- 
sider similar conditions and to go through certain formalities and the person 
concerned should not be allowed to get all the money; 4) speculators should 
not be allowed to have a hand in the matter. In this way we can distinguish 
between the commercialization of socialist residential units and that of 
capitalist residential units. 


Compared with the system of distributing residential units under the "supply 
system," the commercialization of residential units at least has the following 


advantages: 
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1. It helps mobilize and raise social funds and ensures the continued produc- 
tion of residential units. Naturally, we need a considerable amount of 
capital to build residential units. However, under the commercialization of 
residential units, we should, as is the case in the production of other 
commodities, be able to operate normally after advancing the money or making 
the first investment. That is to say, we should be able to recover our 
investment and to make some profits through the sale or rental of residential 
units and to continuously engage in reproduction and expanded reproduction. 

We should not always suffer losses and let the state try to fill up the big 
hole that can never be filled up. 


2. Only by commercializing residential units is it possible for the units 
engaging in the construction and sales of residential units to become relatively 
independent commodity producers and operators, to carry out strict economic 
accounting, to make up for the consumption of their materialized and animate 
labor with income from the construction, sales, or renting of houses, and to 
constantly improve the economic results. 


3. The commercialization of residential units is also an effective measure for 
preventing irrational phenomena in the distribution of residential units, and 
particularly for preventing unhealthy practices, such as taking advantage of one's 
power to seek personal gains and occupying more houses than needed. 


4. The commercialization of residential units can also promote the reform 

of the urban housing system. For example, in order to extensively promote the 
sales of residential units, it is necessary to gradually reform the existing 
low rental system, to establish property rights, to readjust the ownership 
Structure of residential units, to encourage and help workers and staff members 
to build nouses for their own use, to vigorously develop housing construction 
by cooperation, to reform the management system of real estate in the cities, 
and so on. 


5. The commercialization of residential units enables China's building industry 
to develop rapidly and to become an important industry in the national economy. 


The commercialization of residential units is undoubtecly an indicator and a 
point of breakthrough in the reform of our country's housing system. It should 
be noted, however, that commercialization of residential units takes a Long 
time. Restricted by various conditions, it cannot be achieved all at once but 
should be carried by stages and step by step. 


CSO: 4006/509 
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JPRS -C¥A -3-0 33 
13 April 1935 


NATIONAL POLICY AND [SSUES 


OFFICIAL ON EASING URBAN HOUSING SHORTAGE 
OW280948 Beijing XINHUA in English 0745 GMT 28 Mar 85 
{"How Housing Chiefs Are Fighting Battle of the Bulge"--XINHUA headLine] 


[Text] Beijing, 28 Mar (XINHUA)--Measures being taken to ease China's acute 
urban housing shortage were outlined today by an official of the State Statisti- 
cal Bureau in an article in GUANGMING DAILY. 


A national survey of 36,000 urban families last year revealed that more than 
40 percent Lived in overcrowded housing or had per-capita floor space of 
less than 4 square meters, the official said. 


The sample survey also showed that the average per-capita housing floor space 
of Chinese urban residents averaged 7.51 square meters. Of this, each county 
town resident occupied 8.52 square meters and each city dweller 6.84 square 
meters. 


The average per-capita floor space of workers’ families rose to 5.9 square 
meters in 1983 from 5.61 the year before. 


The Chinese Government spent 86.5 billion yuan on urban housing between 1979 
and 1984. As a result, homes with a total floor space of 580 million square 
meters were built, and 40 million urban families moved into hew homes. 


The official said individual families were now being encouraged to build or buy 
their own homes as an effective way of easing the acute shortage. 


Housing in cities and towns is distributed to workers by the government as 
welfare at very Low rent, which barely covers maintenance and repair costs. 
A buyer pays only one-third of the cost of government-built apartments--the 
balance being covered by their work units or Local authorities. 


Other measures being taken te ease the urban housing shortage include: 


--controlling the increase in the urban population, which soared to 240 million 
in 1983 from 60 million in the early 1950's. New housing with a total floor 
space of 913 million square meters was built during that period. 


--greatly expanding production of building materials to ease supply shortage. 


--and designing more small apartments to cope with the diminishing size of 
urban families. Workers’ families had an average of 3.91 members Last year-- 
down from 4.24 in 1981 and 5.3 in 1964. 


CSO: 4020/168 
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JPRS <VA-35-056 
13 April 1935 


NATIONAL POLICY AND [SSUES 


BRIEFS 


PRODUCT QUALITY CHECK--Beijing, 27 Mar (XINHUA)--In view of a decline in the 
quality of some Light industrial products, especially some famous-brand, high- 
grade, and durable consumer goods, the Ministry of Light Industry on 25 March 
issued an urgent circular calling for light industrial departments across the 
country to “reexamine the quality of famous-brand and high-grade products." 

The circular says: To stop the decline in the quality ct some products, al! 
localities are required to “reexamine the quality of famous-brand and high-grade 
products.” The quality of all famous-brand products, which have been given 

the title of quality product by the state, this ministry, or provinces, should 
be thoroughly checked. Remedial measures should be taken once a serious decline 
in the quality of such a product is discovered, and its production, if necessary, 
may be stopped when such measures are taken. In addition to particularly 
checking the quality of high-grade products, various localities should also take 
timely measures to improve other products whose quality is fluctuating or 
declining. [Excerpts] [Beijing XINHUA Domestic Service in Chinese 1205 CMT 

27 Mar 85] 


CSO: 4006/51L0 
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JPRS -CKA-3 -0 38 
13 April 1985 


PROVINCIAL AFFAIRS 


GUANGDONG NPC DEPUTIES ON HOW TO STIMULATE ECONOMIC DEVELOPMENT 
HK281033 Beijing ZHONGGUO XINWEN SHE in Chinese 0708 GMT 26 Mar 85 


[Report by Liu Huarui: "“Guangdong's Deputies to the National People's Congress 
Raise Six Proposals for Stimulating Guangdong's Economic Development "-- 
ZHONGGUO XINWEN SHE headline] 


(Text}] Beijing, 26 Mar (ZHONGGUO XINWEN SHE)--Prior to the Third Session of 

the Sixth NPC, Guangdong's deputies to the NPC went in seven separate groups to 
Guangzhou, Shenzhen, Huiyang, Foshan, Zhuhai, Shantou, Meixian, Jiangmen, 
Zhaoqing, Shaoguan, and Hainan Island to inspect things. The deputies are of 
the opinion that as a result of the sustained implementation of special policies 
and flexible measures in various parts of the province, Guangdong has given 
impetus to the reforms and the implementation of the open-door policy, improved 
economic results, and achieved great success. However, they are aware that in 
some areas, the leaders have not adequately emancipated their thinking on the 
reforms and the open-door policy, energy supply and communications facilities 
are inadequate, education is backward, there are not enough trained people, 

and new unhealthy tendencies are developing. They have come to Beijing to attend 
the session. Shortly after they had settled down, they presented the following 
proposals to the NPC Standing Committee: 


--Speed up the reform of the foreign trade system. The deputies suggested that 
in various parts of Guangdong, particularly the Zhujiang Delta, it is necessary 
to further develop external economic activities. At present, the most important 
problem is that the pace of the reform of the foreign trade system is too slow, 
that not enough has been done to streamline administration and to decentralize 
power, that the examination and inspection of export products is too strict, 

and that the cities’ and counties’ foreign trade departments have no idea of 
what their responsibilities are. Thus, it is hard to make arrangements for pro- 
duction and foreign trade, exports, and imports are affected. They suggested 
that the central authorities should speed up the reform of the foreign trade 
system. 


--Speed up the reform of the system governing the management of postal services 
and telecommunications. The deputies suggested that because of the backward 
telecommunications facilities, it is difficult to make telephone calls and the 
transmission of information is inefficient. All this gravely affects Guangdong's 
economic construction and the development of its external economic relations. 
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They suggested that since the central authorities had allowed people to start their 
business in the areas of communications, transportation, and civil aviation, 

they should also allow the localities and collectives to start their business 
even with foreign capital, loans, and imported advanced facilities in the 

areas of postal services and telecomunications in order to put an end to the 
backwardness as soon as possible. 


--Strengthen the control of foreign exchange. After making the inspection trips, 
the deputies have come to the conclusion that in Guangdong, there are people 
buying and selling foreign exchange illegally. The problem of people illegally 
buying and selling Hong Kong dollars is particularly serious in some coastal 
areas. They suggested that the CPC and the provincial government should adopt 
effective measures to strengthen foreign exchange control, check the circulation 
of foreign exchange on black markets, and crack down on those people who illegally 
buy and sell Hong Kong dollars. 


--The cities and counties in the Zhujiang Delta should station trade representa- 
tives in Homg Kong. The deputies said that when Premier Zhao Ziyang inspected 

the Zhujiang Delta, he suggested that production in the Zhujiang Delta should 
cater to the needs of the international market and that fresh produce could be 
directly transported to Hong Kong and Macao. In order to be able to achieve this, 
the cities and counties in the Zhujiang Delta should station representatives in 
Hong Kong to be kept informed and to promote the sales of their products. 


--Strengthen price control. Since the fourth quarter of Last year, some depart- 
ments in the province, taking advantage of the reforms, have rashly raised 
prices, thus affecting people's Livelihood and the economic construction. The 
deputies suggested that the central authorities and the provincial government 
should adopt resolute and effective measures to check the unhealthy practice 

of price hikes. 


--The deputies asked the central authorities to help the province build the 
Guangzhou-Meizhou and Guangzhou-Shantou Railroads. Mei County and Shantou 
abound in products and are rich in mineral resources. However, because of their 
inaccessibility, their resources have not been adequately exploited and utilized. 
The deputies hoped that tue central authorities would make plans and build the 
Guangzhou-Meizhou and Guangzhou-Shanghou Railroads without delay in order to 
facilitate the exploitation of their natural resources, commodity circulation, 
and the development of their foreign trade and external economic relations. 


CSO: 4006/510 
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JERS <CFA-3) -0 38 
L3 April L935 


PROVINCIAL AFFALRS 


BEIJING 1984 MUNICIPAL FINANCIAL REPORT, 1985 BUDGET 
HKO20923 Beijing BEIJING RIBAO in Chinese 23 Mar 85 p 2 


("Report on the implementation of the Beijing Municipal Budget for 1984 and 
Draft Budget for 1985 Delivered by Chang Zichao, head of the Beijing Municipal 
Financial Bureau, on Ll March 1985 at the Fourth Session of the Eighth Beijing 
Municipal People's Congress (excerpts)"|] 


[Text] L. The Implementation of the 1984 Budget 


The year 1984 witnessed an overall increase in the industrial and agricultural 
output of Beijing and the conspicuous improvement of economic results. Urban 
and rural markets have been further enlivened and the people's Livelihood 
improved. As the construction of the municipal infrastructural facilities has 
been speeded up, the appearance of the municipality has been drastically 
changed and education and public health services have been further developed. 
Thanks to economic growth and the development in various fields, the implemen- 
tation of the 1984 budget was relatively satisfactory. 


Beijing's budgeted financial revenue for 1984 approved by the second session of 
the Eighth Beijing Municipal People's Congress totaled 4 billion yuan. As the 
municipality was required to set aside an additional sum of 8.05 million yuan 


to cover the price differential subsidy for cotton procurement, the municipality's 


budget revenue was accordingly reduced Later in the course of the budget imple- 
mentation. With the approval of the Standing Committee of the National People's 
Congress, the 1984 budget revenue was cut to 3,991.95 million yuan. According 
to preliminary statistics, the actual financial revenue for 1984 amounted to 
4,437.55 million yuan, or 111.2 percent of the readjusted budget revenue. With 
an excessive amount of 445.6 million yuan, the actual revenue for 1984 increased 


by 13 percent over the previous year. With the highest excess and highest growth 


in financial revenue, the year 1984 witnessed a synchronous growth in income 
and production output. The revenue of all the major items is listed below: 


The revenue derived from industrial production totaled 1,515.95 million yuan or 
106.9 percent of the budget revenue. Calculated on the same fixed base, the 
year's industrial revenue increased by 11.4 percent over the previous year. The 
1984 annual industrial revenue is the highest in recent years. The increase in 

industrial revenue was mainly due to the growth in production and the improvement 
of economic results. 





The municipality's total industrial output value amounted to 28.17 billion 
yuan, an increase of 12.4 percent over the previous year. The industrial 
enterprises covered by the municipal budget reaped a profit totaling 

2.42 billion yuan, an increase of 11.9 percent over the previous year. The 
fund turnover cycle was shortened by 4 days. The overall energy consumption 
per 10,000-yuan output value was reduced by 0.4 tons of standard coal as 
compared with that of the previous year. All this progress guaranteed a 
synchronous growth in profits and taxes turned over to the state and 
production output. 


The industrial and commercial tax receipts totaled 3,029.83 million yuan, 

an equivalent to 111.4 percent of the budget tax receipts with an increase of 
15.4 percent over that of the previous year. The industrial and comercial 
tax receipts increased so drastically that their growth rate was higher than 
that of the municipality's production output and that of the municipality's 
total revenue. Apart from the portion of tax receipts resulting from the 
second phase of the reform of substituting tax payment for profit delivery 
which started in the fourth quarter, a larger portion of the tax receipts was 
derived from the growth in industrial and agricultural output, the expansion 
of commodity circulation, and the rapid development of town and township 
enterprises in rural areas and collective enterprises in urban areas. Meanwhile, 
the vast number of cadres of tax departments also played an essential role in 
the overfulfillment of tax quotas and the big increase in tax receipts, by 
conscienticusly implementing the laws and ordinances on taxation, tapping more 
tax sources, strengthening taxaticn management, and doing away with various 
forms of tax evasion. 


The municipality's commercial revenue totaled 34.47 million yuan, equivalent 

to 43.1 percent of the budget commercial revenue and a decrease of 52 percent 
as compared with tiat of the previous year. In 1984, the municipality's commer- 
cial system made great efforts to carry out the reform of developing multiple 
economic modes, management forms, and circulation channels and minimizing 
circulation links and achieved great successes, thus ensuring an ample supply 
of commodities and brisk purchases and sales in the market in the capital. 

The municipality's total value of retail sales of commodities amounted to ; 
10.17 billion yuan, an increase of 21.6 percent over the previous year. There 
was an overall big increase in the sales volume of foods, clothing, and daily- 
necessities. As a result of expansion of circulation aad increase in sale 
volume, the financial income of those profit-making enterprises increased 
eccordingly. However, there was a rather big increase in the sales volume of 
the commodities sold at a loss as stipulated by the state policy. The bigger 
increase in the sales volume incurred a higher loss because the sale prices 
were lower than the cost prices. In addition, the loss was also increased due 
to other causes such as the rise in purchasing prices. Preliminary statisfics 
show that the increase in the losses derived from sale of pork, beef, mutton, 
eggs, and vegetables tctaled 55 million yuan. The above were the major reasons 
why the commercial revenue failed to meet the budget but decreased by a wide 
margin as compared with the previous year. 
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In the whole municipality's total revenue, the revenue of all subordinate 
districts and counties amounted to 910 million yuan, an increase of 15 percent 
over thc previous year, and the highest rate of growth in the past few years. 


The 1984 budget expenditure approved by the second session of the Eighth 
Beijing Municipal People's Congress totaled 2,509.653 million yuan. In the 
course of the implementation of the budget, the state made an additional budget 
appropriation to the municipality totaling 630 million yuan to meet actual 
needs; the municipality's reserve budget expenditure was increased by 

28.843 million yuan; and a sum of 80 million yuan was drawn from the extra 
portion of the fund to finance energy and communications key projects that 

had been collected in the previous year. The above three items added together 
raised the dudget expenditure by 738.843 million yuan. With the approval of 
the Standing Committee of the municipal people's congress, the total budget 
expenditure was raised to 3,248.496 million yuan. 


The 1984 actual total expenditure amounted to 2,711.479 million yuan or 

83.5 percent of the readjusted budget, an increase of 38.3 percent over the 
previous year. The 1984 total expenditure was the highest annual expenditure 
in recent years, and the growth rate was also the highest. Out of the total 
expenditure, capital construction expenditure amounted to 1,008.542 million 
yuan, or 79.4 percent of the readjusted budget, an increase of 55.9 percent 
over the previous year; the expenditure on projects to tap latent powe~ and 

on scientific and technological research projects totaled 290.968 million yuan 
or 98.4 percent of the readjusted budget, an increase of 39.6 percent over the 
previous year; the expenditure on agricultural aids amounted to 111.532 million 
yuan or 82.9 percent of the readjusted budget, an increase of 34.8 percent 

over the previous year; the expenditure on maintenance of municipal facilities 
amounted to 120.689 million yuan or 87.7 percent of the readjusted budget, 

an increase of 48.9 percent over the previous year; the expenditure on cultural 
activities, education, scientific research, and public health services amounted 
to 551.941 million yuan or 94.5 percent of the readjusted budget, an increase 
of 19.3 percent over the previous year; and the expenditure on government 
administration amounted to 189.334 million yuan or 90.1 percent of the readjusted 
budget, an increase of 37.2 percent over the previous year. 


The expenditure on capital construction was drastically raised in 1984 and the 
infrastructure construction of the municipality was particularly strengthened. 
In the wake of the development of municipal construction, the expenditure on 
maintenance of municipal facilities increased substantially, being mostly 
spent to plant trees and beautify "l line [xian 4848], 2 rivers, LO parks, 

and 15 major streets.” The expenditure on cultural services, education, 
scientific research, public health, and physical culture continued to increase, 
of which the allocation to education increased by 12.9 percent, including funds 
spent to renovate buildings of primary and secondary schools, to purchase 
equipment, and to strengthen adult education. To implement the guideline laid 
down by Document No | issued by the CPC Central Committee, the expenditure on 
agricultural aids was spent to particularly aid construction of mountainous 
areas, to finance afforestation projects, to develop town and township enter- 
prises, and to promote the diversified economy. The increase in other 
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miscellaneous expenditures could mainly be attributed to expenditure on the 
National Day festivities which amounted to 40 million yuan, mostly spent 

to ensure successful celebrations to mark the 35th anniversary of the founding 
of the PRC. 


After a fixed portion of the revenue was turned over to the central government, 
the 1984 revenue and expenditure were in balance, with a slight surplus. 


As the 1984 final accounts have not yet been completed, the above revenue and 
expenditure data are merely preliminary statistics collected by the end of 

the year. Therefore, the figures of financial revenue and expenditure and the 
balance are subject to change. The official final account will be submitted 
for examination and approval Later. 


In 1984, our financial departments made progress in their own reform and in 
support of the reform of other departments, initial results have been scored. 
In the past year, while carrying out the second phase of the reform that 
substitutes tax payment for profit delivery, the financial departments also 
launched more than 70 reform projects, including reforms in respect of 
financial affairs of industrial, agricultural, commercial, and administrative 
institutions, projects to develop the food industry and tertiary industries, 
and the implementation of certain policies and measures to encourage enterprises 
to carry out technological refinement and transformation and to push forward 
further reform of the financial system of the outskirt areas. All these 
reform measures have played an active role in enlivening the economy, promoting 
production, bringing various positive factors into full play, and ensuring the 
fulfillment of the 1984 revenue and expenditure budget. 


By and large, the 1984 budget was fulfilled pretty well. But there were also 
some problems worth attention. First, although the economic results have been 
substantially improved in enterprises, there is still a gap between the present 
achievements and the original expectation. Some enterprises have not yet 
thoroughly solved the problems of poor management; Lack of coordination between 
production, supply, and marketing, blind production; inferior quality and over- 
pricing; overstock and non-marketability; waste and high consumption of energy 
and raw materials; hieh costs; slow turnover of funds; Low Labor productivity; 
and so on. The industrial enterprises in the municipality have not only failed 
to Lower the production cost of comparable products [ke bi chan pin cheng ben[0668 
3024 3934 0756 2052 2609] but have also been faced with a rise in production 

of 0.18 percent. Of course, the increase in the cost was due to some objective 
factors. But it is apparent that these enterprises’ adaptability to the 
economic readjustment in terms of management is not quick enough. In the next 
place, the amount of Losses and subsidies continued to increase. In 1984, the 
municipality's amount of losses and varicus subsidies totaled 1,033 million yuan, 
an increase of 93 million yuan or LO percent over 1983. As the amount of Losses 
and subsidies has increased every year and taken up nearly a quarter of the 
annual financial revenue, it has become a heavy financial burden. Although 
most of these losses and subsidies were products of set policies, it cannot be 
denied that some of the losses and subsidies were the results of some objective 
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factors such as poor management and serious waste. Moreover, practices of 
extravagance and waste and violation of financial and economic discipline 

have been quite common or even serious. Some departments and units have taken 
advantage of the state and infringed upon public interests. They arbitrarily 
distributed uniforms made of high-grade woolen fabrics and high-grade consumer 
goods, awarded large amounts of bonuses and subsidies, gave lavish banquets at 
high-class restaurants, and so on, despite repeated instructions by the central 
authorities. It is necessary to conscientiously study and take real action 

to deal with these problems. 


2. The 1985 Draft Budget 


The 1985 budget is drawn up in light of the guidelines laid down in the decision 
on reform of the economic structure adopted by the 3d Plenary Session of the 
12th CPC Central Committee, the general goa] put forth by the CPC National 
Congress, the four instructions issued by the central authorities on the con- 
struction of the capital, the spirit of the 10-point comment on the overall 
planning of the Beijing municipal construction made by the central authorities, 
and the various targets of the municipality's economic and social development 
plan. 


The 1985 budget revenue is fixed at 4.52 billion yuan, 1.9 percent higher than 
last year's actual revenue. Calculated on the same fixed base, the 1985 budget 
revenue increases by 7.9 percent over the year 1984, which means a synchronous 
growth of revenue and production. The arrangements to be made for the major 
sectors are as follows: 


Industrial revenue is budgeted at 1,392.4 million yuan, an increase of 9 percent 
over the actual revenue of the year 1984 if calculated on the same fixed base. 


Commercial revenue is budgeted at 40 million yuan, an increase of 16 percent 
over 1984, 


The amount of loss resulting from grain procurement is budgeted at 136 million 
yuan, a decrease of 10.3 percent as compared with last year's actual loss. 


The amount of loss resulting from the procurement of aquatic products is budgeted 
at 65 million yuan, roughly equal to last year's actual loss. 


Industrial and commercia! tax receipts are budgeted at 3,294 million yuan, an 
increase of 8.7 percent as compared with last year's actual tax receipts. 


The 1985 draft budget is an ambitious and feasible one. Unseen circumstances 
have been taken into consideration when the budget was being drafted. The 
full implementation of the decision of the CPC Central Committee on reform of 
the economic structure will surely further invigorate the production sector 
and the circulation sector, as well as construction. It will vigorously push 
ahead the development of production and will substantially raise financial 
revenue. This is a reliable guarantee for the fulfillment of the 1985 revenue 
budget. 
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The 1985 budget expenditure is budgeted at 3,039.859 million yuan, an increase 
of 12.1 percent over last year's actual expenditure. The expenditure budget 
is drawn up in consideration of the state's financial situation, in light of 
the municipality's actual circumstances and the existing financial resources, 
and in accordance with the principle of guaranteeing the completion of key 
projects, taking other projects into consideration, and being strict with 
allocation of funds. First, this budget tries to meet the financial need of 
the reforms of the pricing system and the wage system; second, it continues to 
strengthen infrastructure construction and municipal facility maintenance; 
third, it devotes much attention to development of education, science, and 
public health facilities and the further improvement of teaching and medica] 
service conditions; fourth, it gives vigorous support to enhancement of 
industrial technology, technological transformation, and the development of 
the food industry and tertiary industries; fifth, it is aimed at thoroughly 
implementing the CPC Central Committee's Document No 1, giving an impetus to 
commodity production in rural areas, and speeding up the construction of 
mountainous areas. Different expenditures are allocated as follows: 


The 1985 expenditure on capital construction is budgeted at 1,195.3 million 
yuan, an increase of 18.5 percent over last year's actual expenditure. The 

1985 capital construction plan continues to give first priority to infra- 
structural construction and attaches great importance to easing the existing 
shortage of housing, transportation facilities, restaurants, and commodities. 
Arrangements have been made particularly to build more houses and hotels, expand 
commercial networks, and develop the fcod industry, as well as to strengthen 
scientific research, education, public health services, public security, 
government administration, and the judicial service. 


The 1985 budget expenditure on maintenance of municipal facilities is set at 
154.884 million yuan, an increase of 28.3 percent over last year's actual 
expenditure. In addition, the additional revenue resulting from municipal 
public services that is not covered by the budget is expected to contribute a 
sum of 45 million yuan. With that sum added, the 1985 budget expenditure on 
maintenance of municipal facilities will total 199.884 million yuan. This 
budget expenditure will] mainly be spent to plant more trees in the capital 

to beautify it, and to keep it ciean,. 


The 1985 budget expenditure on cultural activities, education, scientific 
research, and public health services is set at 639.605 million yuan, an increase 
of 15.9 percent over last year's actual] expenditure. Of this budget expenditure, 
352.419 million yuan will be spent on education, an increase of 17.7 percent over 
last year, which is higher than the 5.6 percent increase in the municipality's 
overall] budget expenditure. If the specific portions of the capital construction 
and other budget expenditures that are devoted to education are also counted, 

the total expenditure on education for the year 1985 will amount to 495 million 
yuan. Thus, the percentage of education expenditure in the overall expenditure 
will be raised from 13.6 percent in 1984 to 16.3 percent this year. Meanwhile, 
the percentage of the expenditure on education in the overall] expenditure on al] 
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administration work is raised to 33.9 percent, that is, 7.2 percent up from 
the 26.7 percent in the year 1984. As for public health services, the out- 
patient service system will be further improved, and the reform of the free 
medical service system will be extended by implementing the system of fixed 
staff size and the technical and economic responsibility system. The budget 
expenditure on scientific research increases by 59.3 percent, that on cultural 
activities increases by 17.2 percent, and that on physical culture also 
increases. 


The 1985 budget expenditure on aids to agriculture is set at 125.773 million 
yuan, an increase of 12.8 percent over last year's actual expenditure. In 

1985, we must conscientiously implement the CPC Central Committee's 10 policies 
on further invigorating rural economy, speed up the readjustment of the produc- 
tion mix in rural areas, promote the commodity economy in rural areas, help poor 
mountainous areas in a planned way and step by step to eliminate backwardness, 
vigorously support agricultural and sideline production and fresh water breeding, 
continue to consolidate and expand fresh and preserved fruit production bases, 
and build the outskirts areas into stable non-staple food production bases 

geared to the needs of the capital as soon as possible. 


The 1985 budget expenditure on projects to tap potential of enterprises is set 
at 18.05 million yuan, less than last year's actual expenditure. The decrease 
is due to the fact that from 1985 on enterprises no longer turn over their 
depreciation funds to the state financial ministry and the state no longer takes 
care of this affair either. Most of the budget expenditure on projects to tap 
potential of enterprises will be allocated to speed up the transformation of 

the service networks of the tertiary industries, mainly comprising commerce 

and service trades. 


The 1985 budget expenditure on government administration is set at 195.26 million 
yuan, an increase of 3.1 percent over last year's actual expenditure. While 
funds allocated to finance the expansion of the size or staff and the purchase 

of some equipment are increased, the administrative operation expenses are cut 

by 10 percent. 


The 1985 budget expenditure is drawn up to just cover all the needs the budget 
falls short of the needs of various departments by a pretty wide margin and 
there is a relatively wide gap between the needs and the financial resources 
available. In the course of the implementation of the budget, the state may 
increase the appropriation to the municipality. In addition, the municipal 
financial department may increase the budget expenditure if the municipality's 
financial revenue quota is fulfilled satisfactorily. Therefore, we can only 

act according to our capability, keep expenditures within the limits of revenue, 
and make all appropriations in compliance with the principle of differentiating 
important and priority tasks from others and fulfilling the needs of key projects 
first while taking the needs of other projects into consideration. 


According to the 1985 budget which is drawn up based on the financial resources 
available, balance between revenue and expenditure will be maintained after a 
fixed portion of revenue is turned over to the state. 
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3. Go All Out To Fulfill the 1985 Budget 


The year 1985 is the last year of the "Sixth 5-Year" Plan and the first 

yeac to implement the decision on the reform of the economic structure. The 
new ¢ituation calls on us to blaze new trails on all fronts, while heavy, 
arduous, and complicated tasks are awaiting us. In order to fulfill the 1985 
budget, we must do our utmost and concentrate our attention on the following 
aspects: 


l. It is necessary to adhere to the orientation of improvement of economic 
results and to try our best to turn deficits into profits, increase revenue, 
and ensure a balance between revenue and expenditure. We must further improve 
economic results in 1985. As for the industrial sector, we must pay attention 
to introducing scientific management methods, importing modern technology, and 
developing product series; readjust production mix; vigorously promote 
commodity production to meet the market demands; and develop service trades to 
fulfill the consumers’ needs. We must vigorously develop marketable products 
with better social effects; tap more financial resources; make unremitting 
efforts, set specific targets, and take necessary measures to turn deficits 
into profits; and fix a deadline to consolidate all enterprises suffering 
losses because of poor management. Commercial, grain, and other departments 
must make progress in enlivening the market and upholding the principle of 
more channels, fewer links, and better results. It is necessary to strengthen 
management, expand business, increase the variety of commodities and services, 
minimize losses and waste, and raise profits by a wide margin on the premise 
that the consumers’ interests are not infringed upon. 


2. It is necessary to strengthen taxation work and try our best to collect all 
taxes. The work load on taxation departments has become heavier and heavier 

in the wake of the second phase of the reform of substituting tax payment for 
profit delivery. How well the taxation work is done has a direct learing 

on the implementation of the budget as a whole. We must cope with new circum- 
stances and new problems emerging in the taxation work, set up and improve the 
tax levying and management system, ferret out all units which are liable to pay 
taxes, and do a good job in tax assessment for all enterprises. It is necessary 
to improve tax levying and management methods, pay more attention to the weak 
points, replenish taxation departments with more officers, take effective 
measures to prevent evasion and deferred payment of taxes, and collect alJ due 
amounts of taxes in due time. It is necessary to do a good job in collecting 
municipal facility construction and maintenance tax, construction tax, tax on 
extra bonuses for the staff of state-owned enterprises, and tax levied on 
foreign companies. At the same time, it is necessary to strengthen publicity 
of all laws, ordinances, and policies concerning taxation. 


3. It is necessary to strengthen contro] over expenditure, to see that al] 
appropriations are made strictly according to the budget, and to keep the scale 
of capital construction under rigid control. We must properly control invest- 
ment in capital construction and try our best to reap quick results with [word 
indistinct] investment and a shorter turnover cycle. It is necessary to improve 
the management of the funds allocated to various undertakings and the fund 
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allocation procedure. Some projects can be financed by loans with interests 
or be run by the contracting method with fixed subsidies so as to increase 

the utility of funds. In order to promote a thrifty style, it is necessary to 
make every effort to minimize administration expense by 10 percent. It is 
necessary to continue to keep the purchasing power of social groups under 
control and to cut it by 20 percent. Examination and approval of applications 
for purchase must be carried out rigorously so as to prevent the purchasing 
power of social groups from affecting the market. It is necessary to take 
effective measures to prevent unreasonable growth in consumption funds. We 
have to do many things this year but our financial resources are limited. 
Various districts, counties, and departments must allocate funds according 

to priority in a unified way within the limits of their financial resources 
and make use of limited funds where they are needed most. 


4. It is necessary to continue to properly carry out the financial reform. 
First, it is necessary to properly carry out the second phase of the reform oi 
substituting tax payment for profit delivery, conscientiously study new 
circumstances and problems emerging in the course of the reform, and discover 
ways of improvement. Second, the 5-year contract system for financial expendi- 
ture of the municipality and the affiliated counties was adopted 4 years ago 

and this year is the last year of validity. New revenue an expenditure base 
figures and a new profit retention percentage are to be fixed next year. We 
must carry out investigations this year to sum up experience and make full 
preparations. The "l-year contract system of fixed budget revenue, fixed budget 
expenditure, and fixed quota of subsidies (fixed quota of profits turned over 

to the state)" currently adopted by outskirts districts is imperfect and will be 
revised. Pilot projects to test the revised system are to be carried out this 
year. Third, it is necessary to set up financial departments at the township 
level. While properly carrying out their own reform, our financial departments 
must take an active part in, and vigorously support and coordinate reforms in 
other fields including the reforms of the pricing system and the wage system 

and must uphold the principle of integration of leniency and strictness. 

Without banning some practices we will not be able to fulfill our targets. 

We must be strict with what we need to be strict with, be lenient with what 

we need to be lenient with, support what needs to be supported, and prohibit what 
needs to be prohibited. We must pay attention to the control over the macroscopic 
aspect while enlivening the microscopic aspect. 


5. It is necessary to continue to strengthen financial supervision and safeguard 
financial discipline. At present, we must particularly overcome and prevent 
the currently emerging unhealthy tendencies, such as illegal retention of 
revenue, evasion of taxes, arbitrary reduction of costs, the practice of 
seeking personal or factional interests under the pretext of reform, arbitrary 
price rises, indiscriminate distribution of bonuses and articles, failure to 
enforce orders and prohibitions, the practice of taking advantage of relations, 
and so on. Our financial, taxation, auditing, statistic, banking, labor, 
pricing, commodity price, and industrial and commercial administrative depart- 
ments must closely coordinate and supervise each other. They should be brave 
in exposing all evil things, seriously handle all major cases according to the 
policies concerned, get rid of the practice of excusing wrongdoers under the 
pretext that they are first offenders, and strictly enforce all the orders and 
prohibitions. 
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6. It is necessary to strengthen building of the contingent of financial and 
taxation cadres and constantly enhance our understanding of the policies and 
the quality of our service to keep up with the new situation emerging in the 
wake of the full implementation of the current reform of the economic structure. 
In face of the new situation, our financial and taxation cadres must take the 
initiative in implementing the central authorities’ principles and policies in 
light of local conditions, forsake old conventions, clear the way for the 
development of the new situation, and learn new methods of financial management 
including the tapping, accumulation, and use of financial resources. They 

must continue to overcome the influence of the onesided financial concept 
advocating study of finance for finance's sake, make further effort to adopt a 
orientation for financial work, extend their vision beyond the balance between 
revenue and expenditure, accept correct economic points of view, and devote 
more efforts to the improvement of economic results. They should study to acquire 
more knowledge, support the production, construction, and circulation sectors, 
encourage technological progress, promote scientific research and education, 
and try their best to turn financial departments at all levels into management 
and administrative organizations. 


Dear delegates: We are faced with a heavy work load in the financial sector. 
The implementation of the 1985 revenue and expenditure budget is an essential 
factor to ensure that the reform of the economic structure is carried out 
smoothly and the economy develops steadily. In view of the special condition 
that there are more variable factors in this year's economic activities, we 
must regularly analyze the progress of the implementation of the vJudget, 
conscientiously study the influence of various reforms in the financial field, 
promptly make suggestions, and try our best to sum up experience in incrcasing 
revenue, minimizing expenditure, and invigorating financial work. At present, 
the ;olitical and economic situation in Beijing is becoming better and better. 
We firmly believe that the 1985 budget of Beijing Municipality is bound to be 
fulfilled as long as the vast number of staff members of all district, counties, 
departments, and units and all the people of the municipality pool their wisdom 
and strength to work in unison under the leadership of the municipal CPC 
committee and the guidance of the central authorities’ correct line, principles, 
and policies. 





CSO: 4906/510 
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JPES-CEA- 85-036 
18 April] 1985 


PROVINCIAL AFFAIRS 


GUANGDONG VICE GOVERNOR TALKS ABOUT FINANCIAL, TRADE WORK 
HK300416 Guangzhou Guangdong Provincial Service in Mandarin 0400 GMT 29 Mar 85 


[Text] At the forum on financial work in cities and prefectures which concluded 
on 25 March, Vice Governor Yang Deyuan put forward: The main tasks of financial 
and trade work this year are to vehemently curb the new unhealthy trends, to 
further make urban and rural markets thrive, to do well in withdrawing currency 
from circulation, [words indistinct], so as to ensure a smooth progress of reform 
of the economic structure. 


Comrade Yang Deyuan said: Financial and trade departments and affiliated 
organizations have more comprehensive departments [words indistinct]. We must 
correct ourselves before we correct other people. If we do wrong ourselves, 

we cannot exercise control over other people. At present, financial and trade 
departments must take the lead in curbing the unhealthy trend of indiscriminately 
raising prices. 


Yang Deyuan emphatically pointed out: We must adhere to the prices fixed by the 
state. We are not allowed to change them. The commodities inside a plan are 

not allowed to be sold at high prices. Those which are limited to a floating 
range are not allowed to exceed this range. The rate of profits of the commodities 
inside a plan must be controlled. Business must be done with small profits earned. 
Administrative and economic measures must be taken to deal with those who raise 
prices too excessively, by confiscating their illegal gains, imposing a fine on 
them, or instructing them to shut their enterprises. Regarding those who refuse 

to mend their ways despite repeated admonitions, their business licenses must 

be cancelled. Some units or individuals who do well in implementing policies 

on commodity prices must be commended. 


Comrade Yang Deyuan said: The markets and commodity prices are tied to each 
other. As far as financial and trade departments are concerned, they must pay 
attention to the problem of commodity prices and, what is more important, must 
be responsible to the markets. They must make urban and rural markets thrive, 
must give guidance, and must strive to increase the amount of currency withdrawn 
from circulation. 


CSO: 4006/509 
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IPKS-CIA-85- 036 
18 April )965 


PROVINCIAL AFFAIRS 


STATE COUNCIL SUPPORTS GUANGXI‘S CONSTRUCTION 
OWO21019 Beijing XINHUA Domestic Service in Chinese 0022 GMT 1 Apr 85 
[By reporter Liu Xingze, correspondent Su Yaonan] 


[Text] Nanning, 1 Apr (XINHUA)--To eliminate poverty and backwardness as soon 
as possible in mountain areas where minority nationalities live in compact 
communities, the State Council has decided to provide work as a form of relief 
by allocating over 600 million jin of grain, over 30 million meters of cotton 
cloth and 120,000 dan of cotton to help 48 mountain area counties in Guangxi 
Zhuang Autonomous Region build mountain area highways, post roads, and water 
conservancy projects and thereby solve the question of transportation, farmland 
irrigation and shortage of potable water for people and livestock in mountain 
areas. These projects have started one after another. 


The Guangxi Zhuang Autonomous Region People's Government has decided to allocate 
these goods and materials to the mountain area counties as wage subsidies for 
the laborers who work on these public projects. Since the arrival of these 
goods and materials, all counties concerned have established leading groups 

for mountain area construction one after another. According to statistics, 

the 48 counties have now thrown in the whole labor force of more than 180,000 
laborers and adopted the method of contracting at each level. They have 

started construction on 89 road projects and 199 water conservancy projects. 


According to estimates, these counties can make use of these goods and materials 
to build and revamp highways with a total length of more than 4,000 km, over 
1,900 km of tractor roads, and over 1,200 km of post roads. They can also 
dredge channels totaling over 260 km, build 122 bridges, build and revamp over 
5,000 potable water projects for people and livestock, and build over 60 smal] 
hydropower stations and over 80 pumping stations. 


CSO: 4006/510 
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JPKS-CFA-85-038 
18 April 1985 


PROVINCIAL AFFAIRS 


HUNAN REPORTS EXCELLENT SITUATION IN AGRICULTURE, INDUSTRY 
HK310658 Changsha Hunan Provincial Service in Mandarin 1100 GMT 29 Mar 85 


[Text] The cadres and the masses in rural areas in our province have seriously 
studied and implemented this year's Document No 1 of the central authorities 
and have vigorously readjusted the rural production structure, resulting in the 
emergence of a new trend in commodity production. 


Except for cotton, the areas sown to industrial crops in our province this year 
have increased relatively greatly. According to the investigation conducted 
by the industrial crop bureau of the provincial agriculture department at the 
end of March, the areas sown to hemp-type crops in our province this year will 
exceed 750,000 mu, of which the areas sown to ramie will be 250,000 mu and the 
areas sown to jute and ambary hemp will be 500,000 mu, 70 percent larger than 
last year. The areas sown to flue-cured tobacco this year may exceed 

1 million mu. Chenzhou, Lingling, and Changde Prefectures have planned to 
cultivate flue-cured tobacco on over 700,000 mu this year. Doing a good job 
in afforestation this spring, peasants in our province have enlarged sapling 
areas by 150,000 mu. In Qiyang County, saplings have been cultivated on 
800,000 mu, enlarging the area of saplings by 16,000 mu. Some 90,000 peasant 
households in this county have planted tangerine trees on uncultivated land 
around their houses. 


The situation in animal husbandry and the aquatic products industry in our 
province is very good. According to an investigation conducted in prefectures 
and cities including Changsha, Changde, Yiyang, Yueyang, and Loudi, at the end 
of February, after the system of assigned procurement of pigs was abolished, 
the number of pigs raised and sold was some 10 percent more than in the same 
period last year. Of 158 peasant households in (Zaoyuan) Village, (Dake) 
Township, Loudi City, 115 are pig-breeding specialized households. Each person 
in the village raises an average of three pigs. According to statistics compiled 
by all prefectures and cities, the whole provin.= has planned to build new 

fish ponds of 610,000 mu this year. At present, che province has completed 
half of the construction work. 


Document No 1 of the central authorities has aroused the peasants’ enthusiasm 
for engaging in industry and commerce. According to statistics at the end 

of February, the number of people engaging in township and town enterprises 
throughout the province had reached some 1.72 million, and the income in the 
first 2 months of this year was over 680 million yuan, 15.6 and 70 percent more 
than in the same period last year, respectively. Many places throughout the 
province have run households industries and mining in accordance with the spirit 
of this year's Document No 1 of the central authorities. [words indistinct] the 
number of small mines now reaches some 1,300. This year, this county can in- 
crease income derived entirely from this by 20 million yuan. 
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OPRS-CKA-85-036 
18 Apri] 1985 


PROVINCIAL AFFAIRS 


ADAPT COMMERCIAL WORK TO CHANGES IN RURAL ECONOMY 


Kunming JINGJI WENTI TANSUO [INQUIRY INTO ECONOMIC PROBLEMS] in Chinese 
No 9, 20 Sep 34 pp 30-33 


[Article by Yuan Ruiqi [5913 3843 3825]: "Commercial Work Should Adapt to the 
New Situation of the Rural Economy"™] 


[Text] Our country's agriculture is developing from a self-sufficient and 
semi-self-sufficient economy toward commercial production on a larger scale. 
This is a historical change in the Chinese rural economic situation in the 
eighties. As the medium between production and consumption, how should 
commerce adapt to the new situation of the rural economy? This is an 
extremely urgent task that is put before the commercial sector and the broad 
masses of commercial staff members and workers. Here, I will discuss some 
viewpoints in relation to the situation in Yunnan Province. 


I. A New Situation Has Appeared in the Rural Economy of Yunnan 


Since the Third Plenum of the llth CPC Central Committee, great changes have 
taken place in the rural economic situation of Yunnan Province. 


From the Realm of Production: A. The shift from the commune, production 
brigade and production team as the production units to the team, the household, 
the invidual as well as the contracting household and specialized household 
as the production units. In 1983, there were over 5.32 million rural house- 
holds which implemented the system of responsibility in joint production with 
contracting of business by the family as the primary feature. These households 
constituted 99.2 percent of the total rural households throughout the province. 
B. The shift from a unitary production structure to an all-round development 
of agriculture, forestry, animal husbandry, sideline occupation, fishery and 
village and town enterprises. The contracting households throughout the 
province have basically involved themselves in grain production, forestry pro- 
duction, livestock production or fishery production in line with respective 
appropriate situations. C. The shift from a self-sufficient or semi-self- 
sufficient economy to relatively large-scale commodity production. In 1983, 
the commodity rate of agricultural products throughout the province was 39.2 
percent. The gross value of procurement of agricultural sideline products by 
the commercial sector was 1.95 billion yuan, which was 13.6 percent and 930 
million yuan higher than that of 1978. 
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From the Realm of Circulation: A. The shift from a single business to diverse 
economic forms, multiple channels of circulation, and diverse business modes. 
Through vigorously developing the collective and individual commercial units, 
the economic components have increased over the past. The channels of circu- 
lation have flowed more smoothly than the past as a result of the appearance 
of the channel of combined promotion of production and sales by oneself, the 
channel of combined promotion of wholesale and retail, the channel of combined 
production and agency for wholesale and sales, and the channel of combined 
procurement and sales. In order to expand sales, such flexible and diverse 
modes of sales as commodity sales exhibits, goods-selection fairs, sample- 
ordering fairs as well as trial sales, sales on credit and sales on commission. 
Business has become more lively than before. B. The shift from monopoly with- 
out market competition to oligopoly with market competition. With the expan- 
sion of the socialist unified market, the rapid development of collective and 
individual commercial units, and the opening up o. multiple channels of 
circulation, the state of exclusive business has been shattered and market 
competition has become extremely intense. C. The shift from a closed market 
of few channels and excessive liaks to an open market with multiple channels and 
few links for commodity circulation. 1) The targets of exchange have changed. 
With the appearance of combined agricultural-commercial units and specialized 
commercial units, a shift has been made from the self-promotion of production 
and sales in the past to a commodity exchange in which the businessmen purchase 
commodities for the sake of selling them. 2) The time of exchange has changed. 
There is a shift from the scheduled exchange of having fairs every 10 days and 
every 7 days, "exchange fairs that started at noon and lasted until the 
exchange is over" and "fairs in the morning for the Tai nationality” to an 
unscheduled exchange every other day, on an irregular basis, every day and 
from day to night. 3) The location for exchange has changed. In the past, 
there were closed and narrow commodity exchange markets. Exchange was only 
permitted within a 10 to 20 km area with the district or village as the center 
and products were not permitted to be sold outside the district, the county or 
the province. This has shifted to an open-style broad market, which has 
expanded the location of exchange to over 10 1i or even over 1,000 li. 
Products can be sold outside a district, a county and a province, or even 
abroad. 


From the Realm of Consumption: A. The shift from self-sufficient consumption 
to commodity consumption. With the development of production and the increase 
in economic income, many peasants have gradually gone from hauling baskets of 
earth to be used for building thatched cottages to buying bricks for building 
brick houses, or purchasing the "three materials" (reinforced bars, cement and 
timber) and prefabricated components for building reinforced cement houses. 

In production, a shift has been made from using human and animal manure as 
fertilizer in the past to purchasing chemical fertilizer, farm chemicals, 
plastic films and small farm implements on the market to carry out production 
consumption. B. The shift from consuming poor-quality, low-price and low- 
grade commodities to consuming high-quality, high-price, medium- and high- 
grade commodities. With the development of commodity production, the masses, 
who have more money in hand, not only will consume the general consumer items 
for daily use, but will also begin to purchase such high-grade commodities as 
television sets, radios and tape recorders, washing machines, sofas and three- 
drawer cabinets, which they did not even dare dream of in the past. C. The 
shift from "food, clothing, daily necessities and housing" to “housing, daily 
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necessities, food and clothing” in the structure of consumption. Currently, 

the volume of consumption of meat, eres, fine grain, fine vegetables, pastries 
and alcoholic beverages by the peasants has increased by a wide margin. In 
clothing, there is a shift from primarily sewing one's own clothes to purchasing 
readyzade clothing, with emphasis on the quality, color and design and variety 
of the commodities. 


II. Why Commercial Work Must Adapt to the New Situation of the Rural 
Economy 


This is because: A. The rapid development of commodity production asks that 
commercial work adapt to the new situation of the rural] economy. Since the 
Third Plenum of the llth CPC Central Committee, the rural areas of Yunnan have 
moved from the self-sufficient and semi-self-sufficient economy of the past to 
relatively large-scale commodity production. Under the guidance of the policy 
of opening to the outside world and revitalizing the economy at home, the 
rural economy has been restored on a full] scale. This has brought about many 
nev problems in the realm of circulation. For instance, the commodity rate of 
agricultural products has been raised, and the quantity and variety of the 
commodities in circulation have also increased. The cld methods of the past, 
such as seizing upon the sources of goods by means of statc monopoly of 
purchase, carrying out sales by means of distribution, carrying out exclusive 
business operations, and having a single channel of circulation, have failed 
to adapt to the new situation of the rural economic development. Thus, the 
commercial cadres at various levels must heighten their understanding of how to 
develop commodity production in order to clarify the reasons for developing 
commodity production and commodity exchange, clarify the reasons for referring 
to the law of value as a great school, and clarify the “two” changes in cum 
mercial work in order to promote the rural economy. In rural commercial work, 
the simple commodity exchange in the past should develop into a relatively 
large-scale commodity production and commodity exchange. A fundamental change 
must result in thinking, in policy and in business management. In particular, 
we must carry out fundamental reform of the current system of circulation, 
boldly shatter many of our old methods, and develop a new approach in the 
socialist rural] commerce after the Chinese fashion. B. The appearance of the 
problem of difficulty in buying and selling has asked that commercial work 
adapt to the new situation of the rural] economy. With the development of 
commodity production and the increase in the commodities in circulation, an 
extremely prominent problem in the rural areas of our province at present is 
the difficulty in buying and selling. in the broad countryside, a touching 
scene can be seen in which the broad masses of pearants are eagerly developing 
commodity production. Nevertheless, the urgent cries of “difficulty in selling 
grain,” “difficulty in selling agricultural sideline products," "difficulty in 
buying carbamide” and "difficulty in buying walking tractors" are heard every- 
where. Some people say: "The difficulty in selling is the result of the pro- 
duction of more things by the peasants in recent years." In recent years, 
there have been more agricultural sidcline products than the past. However, 
this "more" is relative. Last year, the per-capita grain in our province was 
570 jin, pork was 17 jin, vegetable oil] was 5 jin, errs were 2 jin, and fish 
was 1 jin 1 liang. This standard was much lower than the advanced countrics, 
and was also lower than some developing nations. To saticfy the increasing 
needs of the masses, we must develop commodity production still more vigorously. 
On the other hand, in the past, we were unable to sell walking trectors, high- 
quality chemical fertilizer and machinery for processing agricultural sideline 








products. After the implementation of the system of responsibility in produc- 
tion, we are unable to buy these items now. In addition to the problems in 
production, the reason for the difficulty in buying and selling is primarily 
brought about by the inability of the commercial sector to adapt to the new 
situation in the rura] economy in such aspects as business thinking, system 
of circulation, method of running business and storage and transportation of 
commodities. Thus, we must carry out fundamental reform of the commercial 
system, set up a system of circulation in the rural areas with the cooperative 
commerce of supply and marketing cooperatives as the key, and with diverse 
economic components, diverse modes of business and multiple channels of circu- 
lation, implement an open door system of wholesale trade with multiple channels 
and few links, establish & management method that combines responsibility, 
rights and benefits, and formulate a crisscross circulation network that 
enables free flow between urban and rural areas and in all directions. Only in 
so doing can commercial work adapt to and promote the development of rural 
commodity production. C. The CPC Central Committee asks commercial work to 
adapt to the new situation of the rural economy. In his political report to 
the 12th CPC Congress, Comrade Hu Yaobang pointed out: "Whether commercial] 
work is done wel] or badly has a direct bearing on industrial and agricultural 
production and the people's standard of living, and the importance of this 
truth has become increasingly manifest in China's economic growth.... We must 
effectively improve our commercial vwork and unclog, broaden and multiply the 
channels of circulation so that commodities can flow freely, materials are put 
to good use and commerce can play its full role in stimulating and guiding 
production and in ensuring supply and invigorating the economy." (CHINA'S 
FINANCE AND TRADE, 8 Sep 82 p 2) The party asks that the commercial sector 
conscientiously implement the party's principles and policies on commercial 
work, strive to do commercial] work well, provide commodity news to guide 
commodity production, develop commodity circulation to promote commodity 
production, expand commodity purchase and sales to guarantee market supply 

and revitalize the market and enable the socialist rural economy to prosper. 


III. Several Problems of How Commercial Work Fails To Adapt to the New 
Situation of the Rural Economy 


A. Unsuitable business thinking. As a result of carrying out simple 

commodity exchange for a long period of time under the terms of a self- 
sufficient and semi-self-sufficient economy, many comrades are used to monopoly 
and are unable to adapt to oligopoly. They are used to a single channel and 
are unable to adapt to multiple channels of circulation. They are used to the 
state monopoly of purchase and sales and are unable to adapt to market regula- 
tion under the state planned guidance. They are used to a seller's market and 
are unable to adapt to a buyer's market. In short, they are unable to adapt to 


commodity exchange * the term of socialist large-scale commodity production. 
B. Unsuitable sy- circulation. Last year, over 80 percent of the 
county supply and ting cooperatives in Yunnan Province established joint 


cooperatives under the county, and 98 percent of the basic-level supply and 
marketing cooperatives have already revived their cooperative commercial signs. 
However, the leadership was basically the old one which still followed the old 
path, and adopted the old style in business. The salespeople were still the 
old ones. Wo breakthroughs vere made in the labor system, in the quota of 
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peasant stockholding, the scope of business, the price policy, distribution 
according to work and the realm of service. The supply and marketing 
cooperatives have not been truly changed from being run by “officials” to 
being run by the people, and comprehensive service centers in rural supply 

and marketing, processing, storage, transportation and technology have not been 
set up. C. Unsuitable channel] of circulation. This is primarily manifested 
in: 1) a small number of channels and unsmooth circulation. Many mountainous 
regions, border regions and minority nationality regions in our province have 
very few channels of circulation, while some have no fair trade; 2) obstructed 
channels which make buying and selling difficult. Many rural areas and 
mountainous regions have few commercial network outlets, few personnel and few 
channels. Furthermore, voor transport facilities resulting in frequent 
obstruction in circulation Lave made buying and selling difficult for the 
peasants. D. Unsuitable production service. Many rural commercial depart- 
ments have failed to provide preproduction commodity news in time to guide 
production, failed to provide seedlings, breeding stock, chemical fertilizer, 
feed and S&T in time during production to promote commodity production, and 
failed to do well in the postproduction storage, processing, allocation and 
transportation and sales of products in time in order to support the expansion 
of reproduction in agriculture. E. Unsuitable commodity storage and trans- 
portation. The speed of the building of commodity warchouses in our province 
is much slower than the speed of commodity increase. The contradiction betwecn 
warehouse volume and commodity volume is particularly prominent. In 1983, the 
44 counties throughout the province needed warehouse space for 410 million 

Sin of grain, 1.15 million tons of chemical] fertilizer and 230,000 tons of edible 
sugar. There were no highways in 2.6 percent of the prefectures, 41.8 percent 
of the towns and 57 percent of the villages throughout the province. Many 
agricultural sideline products failed to be transported out of and industrial 
products failed to be transported in to the province. 


[V. How Should Commercial Work Adapt to the New Situation of the Rural 
Economy ? 


Primarily, commercial work should: A. Change its business thinking in order to 
adapt to the new situation in the countryside. We should organize the broad 
masses of rural commercial staff members and workers to conscientiously study 
the party's policy on the rural economy since the Third Plenum, reestablish our 
understanding of the rural economy in transition. We must move from solc 
business undertaking to a business that can adapt to market competition; move 
from single channel to multiple channels of circulation; and move from simply 
practicing state monopoly of purchase and sale to carrying out market regulation 
on the basis of letting the planned economy play the key role and markct 
regulation the supplementary role under the guidance of the state plan. We 

must boldly develop rural] collective and individual commercial units, actively 
support, help and guide the effect to do business well, expand the business 
ratio of the rural individual commercial units, and open up a new situation of 
rural commercial work. B. Reform the system of circulation and promote 
commodity production. In order to enable the relationship of commodity exchange 
in the rural areas to adapt to the relations of production and relations of 
distribution in the rural areas at present, we must proceed from the reality 

of our province's rural economy, and sct up open door markets of diverse 
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components and channels and few links for commodity circulation which take the 
collective supply and marketing cooperative commercial units as the key and 

the self-supporting individual commercial units as the supplement, and which 
embody the characteristics of the mountainous regions, minority nationalities 
and border regions. In addition, with the fair town as the center, we should 
formulate a system of circulating with commercial network outlets in villages 
all over the province as well as a service system which serves agricultural 
production. C. Continue to readjust the policy for procuring agricultural 
Sideline products, and gradually decrease the variety and quantity of products 
under centralized or assigned procurement. 1) Decrease the variety of products 
under centralized or assigned procurement. Continue to implement centralized 
procurement for first-category products, namely, grain, cotton, edible oil and 
timber under centralized distribution. Decrease the number of agricultural 
sideline products under assigned procurement from 30 to 18 kinds. With the 
exception of cotton, timber, flue-cured tobacco and third-category medicinal 
herbs, the other agricultural sideline products under assigned procurement are 
permitted to be handled through multiple channels. 2) Improve the method of 
procurement. We should promote the contract system on a broad scale. Prior 

to spring farming and sowing, the supply and marketing cooperatives and the 
contracting households must sign procurement and sales contracts on the major 
third-category products and other products outside the plan. 3) Gradually 
relax prices and implement a rational price difference. We must relax the 
prices of the second-category and third-category products after the centralized 
and assigned procurement tasks are accomplished. The supply and marketing 
cooperatives can handle the procurement and sales prices flexibly according to 
the rate of difference between stock and sales and permit rational seasonal and 
repional price differences. D. Do a good job of production service and expand 
the scope and depth of service. 1) Preproduction service. Be good counselors 
to the producers, do a good job of market investigation and market forecast, and 
supply information on the market trend and market news to the contracting house- 
holds without delay and with accuracy. Through supplying news, we can 
strengthen the planned nature of the "dual households" in diverse undertaking 
and sideline production, and guide the "dual households" to develop commodity 
production according to need. 2) Service during the production stage. In 

the entire process of production, be good assistants to the producers, and 
actively supply plant seedlings, breeding stock, veterinarians, breeding, 
chemical fertilizer, farm chemicals, funds and farming technology as well as 
farm implements repairs, in order to promote a bumper harvest in agriculture. 
3) Postproduction service. We must play properly the role of a bridge or link 
for the commodity producers. After the products are reaped, the commercial 
sector must take the initiative to provide storage, processing and transporta- 
tion of products for the producers, assist in the sales of products and support 
the development of commodity production. E. Do a good job of joint agricul- 
tural-commercial operation. The supply and marketing cooperatives must proceed 
from the need of the market and, under the prerequisite of voluntary participa- 
tion and mutual benefit, launch multilevel operations of various forms 

together with the "dual households,” and enable joint operation to develop in 
depth from the realm of circulation into the realm of production. 1) Joint 
operation in procurement and sales. The supply an? marketing cooperatives and 
the peasants jointly procure and sell agricultural sideline products and 
distribute profits according to agreed proportion. 2) Joint production opera- 
tion. The supply and marketing cooperatives will supply the funds and 
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technology, while the "dual households" will supply the land and labor. 
Together, they will run commodity production bases and carry out planting 

and breeding to meet the needs of the market. The products will be sold by 
the supply and marketing cooperatives, and the profits will be distributed 
proportionately. 3) Joint operation involving processing. The "dual house- 
holds" will supply the raw materials, labor and workshops, and the supply and 
marketing cooperatives will supply the funds, technology and equipment. 
Primary and advanced processing of products will be carried out. The products 
will be sold by the supply and marketing cooperatives and the profits will] be 
distributed proportionately. F. Set up wholesale markets for agricultural 
Sideline products and further open up markets for commodities. According to 
the economic planning and the rational economic trend, set up wholesale markets 
for agricultural sideline products in the county seats or fair towns where 
there are convenient transport facilities and where there is a concentration 
of production zones for agricultural sideline products. In this way, we can 
bring into full play the role of the county seats and fair towns as the dis- 
tributing centers of agricultural sideline products for the surrounding rural 
areas. The wholesale markets must frequently maintain contact with state-run 
commercial units and collective commercial units both locally and elsewhere. 
Prior to production, resorting to correspondence, telegrams, telephones and 
brief news on production without delay, we can introduce to these departments 
the varieties, quality, projected output, wholesale prices, sales schedule 

and location for the products to be promoted. In this way, we can attract 

the commercial sector and processing enterprises from other places to come 

and purchase through selection and agricultural sideline, native and special 
products. G. Strengthen the transmission of commodity news and guide the 
peasants in carrying out production according to need. The rural areas of our 
province have backward posts and telecommunications and slow transmission of 
commodity news. There is still no postal service for 34 percent of the towns 
and 50 percent of the villages throughout the province, and no telephone service 
for 8 percent of the towns and 99 percent of the villages. We propose the 
following: 1) Set up a rural news network. The rural supply and marketing 
cooperatives and producers' associations should jointly organize commodity news 
groups +o compile and print without delay news and reports that reflect rural] 
production and market trend and sell them to the "dual households." 2) Expand 
the private telephone service in the rural areas. There are over 560,000 
specialized and priority households throughout the province. There are only 
over 10 households which have a private telephone. But there are over 2,000 
telephone lines in the rural areas throughout the province. We should lower 
the telephone service rate, carry out propaganda actively, and encourage the 
peasants to install telephones. 3) Strengthen the basic construction involving 
posts and telecommunications. By 1986, we will attain the goal of having 
telephone service in every village. By 1994, we will have cement telephone 
poles and gradually adopt carriers, and renovate the backward telephone facil- 
ities. 4) Reform the rural posts and telecommunications system, and implement 
the state-run and collective systems of ownership. The organizations at and 
above the county level will be state-run, and those below the county level will 
be collectively-run. The village postal workers will be the surplus labor 
force in the rural areas. The communes and production brigades will make 
recommendations, sign contracts and entrust the peasants with postal] work. 

H. Do a good job of commodity storage and transportation and minimize losses 
due to decay. 1) We must vigorously develop the rural communications and 
transportation cause, solve the problem of stagnation in commodity flow, focus 
on solving well the problem of allocation and transportation of grain and 
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products from diversified undertakings of the grain producing areca and the 
economic crop area. 2) We must develop civil transportation, advocate the 
organization of transportation cooperatives and transportation specialized 
households, and encourage the collectives and the individuals to organize 
caravans to transport agricultural products. 3) We must develop grain mainte- 
nance specialized households and specialized households for the maintenance of 
diversified economy. Every household must maintain 40,000 to 50,000 jin of 
grain. The maintenance fee for every 100 jin is 0.50 to 1.00 yuan; and main- 
tain 30,000 to 40,000 jin of products from diversified undertakings, with the 
maintenance fee at around 1 yuan for every 100 jin. Sun-drying should be done 
twice a year. Such capital construction projects as warehouses, grain storage 
and cold storage can be launched through joint state, collective and individual 
funds. The supply and marketing cooperatives can draw a proportion of their 
profit after taxation for use in building warehouses. All the capital con- 
struction projects involving commodity circulation can be launched according 
to the principle of whoever builds a project will run it and benefit from it, 
and the state should give due considcration in respect to taxation. 


9335 
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PaoOVINCIAL AFFAIRS 


XIZANG FIRST SECRETARY VIEWS ECONOMIC DEVELOPMENT 
OW011053 Beijing XINHUA Domestic Service in Chinese 0812 GMT 31 Mar 85 
[By reporter Qun Sang] 


[Text] Beijing, 30 Mar (XINHUA)--Speaking at a group discussion of the Third 
Session of the Sixth NPC on 30 March, Yin Fatang, deputy to the NPC and first 
secretary of the Xizang Autonomous Regional CPC Committee, said that in his 
government work report, Premier Zhao Ziyang made a comprehensive, objective, 
and correct analysis of the situation; and that the principles, policies, and 
measures for this year's work as proposed in the report are sound and feasible. 


Speaking at the group discussion, Yin Fatang reviewed Xizang's political and 
economic development in recent years. He said, for historical reasons, Xizang 
has had conditions of poverty and backwardness for a long time. In 1984, we 
seriously implemented a series of directives from the central authorities 
concerning the work in Xizang. Thanks to the joint efforts from top to botton, 
the autonomous region experienced an unprecedented new situation. In agricul- 
tural and animal husbandry production, we overcame 3 consecutive years of 
natural disasters and achieved good harvests in both areas. The average per 
capita income of peasants and herdsmen of the entire autonomous region reached 
317 yuan, more than doubling the 146 yuan in 1979. The peasants and herdsmen 
said to themselves: "We are again living in the best period." He said, in 
reform, Xizang first implemented a kind of production responsibility system 

in the agricultural and pastoral areas which was more suited to Xizang's 
actual conditions. Under this system, "the Livestock belongs to individual 
households, privately bred and privately owned; livestock households inde- 
pendently managing their own businesses and disposing of their products," and 
"the Land is used on a long-term basis by individual farming households who 
independently manage their land and dispose of their products." By 1984, over 
95 percent of the Livestock households and over 90 percent of the farming 
households of the whole region were included in the above-mentioned production 
responsibility system. 


Yin Fatang said, like the rest of the nation, Xizang must also take a serious 
attitude in studying and solving the problem of unhealthy tendencies emerging 

in the new situation. Just because Xizang is small in population and is less 
developed than the rest of the country and hence the problem is not as serious 
and its impact is restricted does not mean that it can afford to treat the problem 
Lightly. Failure in correcting the new unhealthy tendencies will adversely 
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affect our reform and construction endeavors. We must continuously carry 

out education in the communist ideal of wholeheartedly serving the people 

among the workers and cadres in the party and government organs and strengthen 
their concept of the legal system. We must help them to establish the concept 
of “worrying and planning ahead of the people and enjoying only after the people 
are assured of peace and happiness" and to be persons who have lofty ideas, and 
whose are virtuous, well-educated, and law-abiding. 


In talking about Xizang's major tasks in 1985, Yin Fatang said that the major 
goals of Xizang in 1985 are increasing the total industrial and agricultural 
output to 852-898 million yuan, restoring the total grain output to over 

L billion jin, increasing its total Livestock by 18 percent, and achieving 

a per capita income of 360-400 yuan for every peasant and herdsman. 


He said: In our work, we must take into consideration Xizang's actual conditions. 
We must further emancipate our thinking, wipe out "left" influences, develop 
commodity production and exchanges, expand the enterprises’ decisionmaking power, 
increase economic and technological exchanges with the outside world, and inner- 
regional Lateral economic cooperation, thereby enabling Xizang to advance in 

big strides on the road of economic development. 


CsO: 4006/510 
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PROVINCIAL AFFALRS 


JIANGSU LEADS CHINA IN ECONOMIC DEVELOPMENT 
OW281900 Beijing XINHUA in English 1629 GMT 28 Mar 85 


[Text] Beijing, 28 Mar (XINHUA)--Jiangsu Province in east China has led the 
nation in total industrial and agricultural output for four successive years 
thanks to economic reform and the open policy. 


Gu Xiulian, a National People's Congress deputy and governor of Jiangsu, said 
this today at a panel discussion of Premier Zhao Ziyang's report to the NPC 
session yesterday. 


Gu, the only woman provincial governor in China, supported Premier Zhao's 
assessment of the country's economic achievements by Listing her province's 
progress. 


She said that Jiangsu's industrial and agricultural output value in 1984 exceeded 
100 billion yuan, an increase of 12.7 percent over 1983 or twice as much as in 
1978. 


Per capita income reached 448 yuan for peasants and 625 yuan for urban dwellers, 
both higher than the national average, she said. 


Various forms of ownership had developed in the countryside while forestry, 
animal husbandry, fisheries, industry and service trades had expanded along 
with grain production, she said. 


About 2.81 million peasants, 11 percent of the rural workforce, shifted to 
nonfarm activities in 1984. The number of individual business people came 
to 870,000, accounting for 10 percent of the wage earners in the province. 


Expansion of commodity production and exchange had promoted the division of 
labor, she said. Jiangsu's agricultural production increased by 79 percent 
between 1978 and 1984, and the purchase of farm and sideline products, by 
153.8 percent. 


Jiangsu had set up 58 trading centers, ten wholesale markets for industrial 
products, and ten others for agricultural and sideline products, the governor 
said. 


The 30,000 industrial enterprises had been given greater power of decision and 
a floating wage system had replaced the fixed wage system in a number of enter- 
prises, she said. 











Last year, she said, Jiangsu started cooperation with some 20 provinces 
or municipalities in over 800 projects in terms of funds, materials and 
technology. 


Three more cities would be open to foreign trade and investment this year in 
addition to the two existing ones, she said. 


Last year, the province made use of 350 million U.S. dollars of foreign fund 
and its export reached 1,457 million U.S. dollars, the governor said. 


cso: 4020/171 
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PROVINCIAL AFFAIRS 


GOVERNOR LAUDS GUANGDONG ECONOMY, ZHAO REPORT 
0W290950 Beijing XINHUA in English 0931 GMT 29 Mar 85 


[Text] Beijing, 29 Mar (XINHUA)--Nineteen eighty-four was the best in the 
last 35 years for Guangdong, Governor Liang Lingguang said in an interview 
with XINHUA here today. 


This testified to the realistic assessment of China's economic situation made 
by Premier Zhao Xiyang in his report on Wednesday, Liang said. 


A deputy to the Sixth National People's Congress attending its third session, 
the governor described Zhao's report as “practical and important for guiding 
China's development ." 


Guangdong's total industrial and agricultural output value last year topped 
50 billion yuan, Liang said. Its agriculture and industry had grown at an 
average annual rate of 8 percent and 11 percent, respectively, over the last 
6 years, he added. 


The proportional relations between agriculture, Light and heavy industry and 
those between production and consumption were by and large balanced and economic 
returns had markedly improved, Liang said. 


National income, state revenue and industrial Labor productivity all rose by 
upward of 12 percent last year, something that had never happened before, 
Liang noted. 


The province also made much headqay in the import of technologies and foreign 
trade, he said. 


The governor described Premier Zhao's analysis of the problems--excessive issue 
of currency, arbitrary price hikes, unchecked issuance of bonuses and new 
malpractices--as “hitting the nail on the head." It would not be too difficult 
to solve these problems so long as the nation followed the guidelines defined 
in the premier's report, Liang said. 


In Guangdong’s future development, Liang said, the provincial government would 
stress economic results rather than a high growth rate. 
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The Local people would be encouraged to place the national interest above their 
own and to strive to improve their Living standards through increased production. 


Management should be strengthened while efforts to invigorate the economy were 
continued, he said. 


The governor attributed neighboring Hong Kong's rapid growth to support given 
by his province. He also thanked the people of Hong Kong for their support 
to Guangdong's development. 


Guangdong would strengthen its cooperation with Hong Kong in finance, trade, 
personnel exchange, management and information, Liang said. 


It would try to supply more agricultural and sideline produce to Hong Kong in 
the interest of both sides, Governor Liang said. 


CSO: 4020/171 
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PROVINCIAL AFFALRS 


FUJIAN'S XIANG NAN COMMENTS ON ECONOMIC PROGRESS 
0W301400 Beijing XINHUA in English 1344 GMT 30 Mar 85 


[Text] Beijing, 30 Mar (XINHUA)--Twelve major infrastructure projects, including 
airports and railways, have been completed in Fujian Province to serve foreign 
trade and investment. 


This was disclosed by Xiang Nan, first secretary of the provincial Communist 
Party Committee, today at a panel discussion on Premier Zhao Ziyang's report on 
government work to the current National People's Congress session. Xiang said 
that the Xiamen International Airport and the Fuzhou Airport were among the 

12 projects. 


Air services Linking Fujian Province with Japan and the Philippines would operate 
from Xiamen, one of the 14 coastal cities designated to open further to the 
outside world. The other projects included harbors, railways, power stations 

and telecommunication installations, Xiang said. Feasibility studies on building 
a super-highway between Fuzhou and Xiamen were now going on, he added. 


Following Xiamen, two more regions in the province had been opened to foreign 
investment, Xiang said. One was Fuzhou and the other, the Minnan (south Fujian) 
triangular area. Xiang said the province signed 262 contracts with foreign 
businesses last year, more than the sum total for the previous 5 years. There 
were now 113 joint ventures, 116 cooperative enterprises and seven foreign 
enterprises in the province, Xiang said. 


The first phase of construction in the Huli industrial district in the Xiamen 
Special Economic Zone had been completed, Xiang said. Investors came from 
Southeast Asia, Japan, Europe and the United States. The Minnan triangular 
development zone, which embraces the three cities of Xiamen, Zhangzhou and 
Quanzhou, was drawing up a plan for infrastructure construction to serve the 
open policy, Xiang said. 


CSO: 4020/17! 
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PROVINCIAL AFFALRS 


BRLEFS 


YUNNAN ENTERPRISES DEVELOP VIGOROUSLY--The province's town and township enter- 
prises have developed vigorously. Now, the province has more than /9,000 town 
and township enterprises, with more than 740,000 workers. Last year, the gross 
income of town and township enterprises was 1.7/3 billion yuan, an increase of 

38 percent compared with the previous year, after adjustment. Their gross 

output value was more than 920 million yuan, increased by 21.6 percent compared 
with the previous year. Some 53 percent of the output value was from metallurgy, 
coal, and building materials. More than 62,000 town and township enterprises 

are run by villages and peasants, collectively or individually, accounting for 

78 percent of the total number. Some 240,000 workers engage in these enterprises, 
accounting for 23.3 percent of the total number of workers. [Summary] 

{Kunming Yunnan Provincial Service in Mandarin 2300 GMT 30 Mar 85 HK] 


JIANGXI GOVERNOR ON ECONOMIC DEVELOPMENT--At yesterday's group meeting of the 
Third Session of the Sixth NPC to review Premier Zhao Ziyang's government work 
report, Zhao Zengyi, NPC Deputy and Governor of Jiangxi, said: Thanks to the 
open policy, Jiangxi has undergone gratifying changes in three areas. first, 

the province's industrial growth is one of the nation's highest. Second, notable 
changes have taken place in agricultural diversification and rural industry, 

two traditionally weak spots in Jiangxi. Third, the production of consumer goods 
has been expedited. Zhao Zengyi said: Jiangxi Province used to be known as 
great in natural resources, but small in economic development. Following the 
instruction Comrade Hu Yaobang made in January 1984 that Jiangxi should follow 
the example of Jiangsu, the Jiangxi Provincial Party Committee and the provincial 
people's government have so far signed 220 contracts with new other provinces 

and municipalities, and 55 projects using foreign capital. [Text] [Nanchang 
Jiangxi Provincial Service in Mandarin LLOO GMT 30 Mar 85] 


SHANGHAI ECONOMIC INFORMATION FALR--Shanghai--The Shanghai Economic Information 
Fair opened here yesterday to offer the city's science, technological, manage- 
ment accomplishments to the rest of the country. The seven-day fair is sponsored 
by the Shanghai Lnternational Economic Information Centre. The centre will hold 
five comprehensive information fairs this year and a number of other fairs in 
such specific areas as flowers cultivation and culture, according to Wei Qian, 
general manager of the centre. In another development, Wei announced that the 
centre, an arm of ECONOMIC DALLY, is planning to construct an economic 
information building here. The 53-story skyscraper will be used on behalf ot 
Shanghai economic activities, according to Wei. [Text] [Beijing CHINA DALLY 


in English 3 Apr 85 p 2] 
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ROMANIAN DELEGATION VISITS HELLONGJLANG--A 12-member Romanian economic coopera- 
tion delegation headed by Miculescu, Romanian ambassador to China, ae * 
friendly visit to Heilongjiang Province on 27-30 March. Hou Jie, deputy a 
secretary of the provincial CPC committee and vice governor, hosted ee delega 
tion. [Summary] [Harbin Heilongjiang Provincial Service in Mandarin 2200 GMI 
30 Mar 85 SK) 


GUANGXI PUBLIC WORKS--Nanning, 1 Apr (XINHUA)--The State Council will give 
special material aid to Guangxi Zhuang Autonomous Region to Lift it out of 
its backwardness, according to officials here. Guangxi is inhabited by a 
dozen ethnic minority peoples. Many live in remote mountain areas without 
highway connection with the outside world. To open up the area and improve 
the iiving standards of the local people, the state will provide 300,000 tons 
of grain, 30 million meters of cloth and 6,000 tons of cotton to assist the 
construction work. About 180,000 peasants from 48 mountainous counties of 
the region have turned out for construction tasks. They are building 

4,000 km of highways, 122 highway bridges, dredging 260 km of river courses, 
constructing 60 reservoirs and 80 pumping stations, and setting up 5,000 
drinking water projects. [Text] [Beijing XINHUA in English 0731 GMT 1 Apr 85] 


CSO: 4020/168 
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AGGREGATE ECONOMIC DATA 


BRIEFS 


SHANXI MINES QUOTA--Taiyuan, 1 Apr (XINHUA)--Fourteen key state-owned coal 
mines in Shanxi Province topped their output quotas for the first quarter of 
this year, the provincial coal department announced here today. The mines 

cut 20.93 million tons, up 4.66 percent over the same period in 1984. The 
figure exceeded the state target by more than half a million tons. Officials 
attributed the increase to training and technology improvements. Last year, 
Shanxi mined 187 million tons of coal--about one quarter of the national 
total. The province has already met the target of 164 million tons 
originally set for 1985, the last year of China's Sixth Five-Year Plan. [Text] 
[Beijing XINHUA in English 1858 GMT 1 Apr 85] 
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ECONOMIC MANAGEMENT 


WUHAN CITY PROPOSES POLICY ON INVIGORATING ENTERPRISES 
HKO30823 Wuhan Hubei Provincial Service in Mandarin 1100 GMT 31 Mar 85 


[Text] In Wuhan City, with a view to invigorating large and medium-sized 
enterprises, delegating powers, exerting pressure, and defining policies, the 
Wuhan City conference on economic work which concluded today, proposed a 
provincial 10-point policy on invigorating large and medium-sized state-run 
industrial enterprises. Wuhan iuas 12! Large and medium-sized industrial enter- 
prises. Last year, they submitted to the state profits and taxes of over 

1.48 billion yuan, which accounted for 74.6 percent of the city's profits and 
taxes. They are the leading industrial force and the main source of revenue. 
For a long time, due to greater importance being attached to production and 
less to reform and due to the shackles of the old structure, the majority of 
enterprises have had old equipment and backward techniques, have had no stamina, 
and have lacked vitality. In order to invigorate these large and medium-sized 
enterprises, the Wuhan City Government proposed a 10-point policy: 


l. It is necessary to implement the system of factory directors assuming sole 
responsibility and to expand their powers over personnel and Labor. 


2. It is essential to expand the power to set up organs, to regard business as 
the center, to reform the internal organization and structure of enterprises, 
and to change enterprises as soon as possible from pure production enterprises 
to business promotion encerprises. 


3. It is imperative to expand enterprises’ decision-making powers in production 
and business, to guarantee the fulfillment of the state mandatory quotas, and to 
invigorate the commodity economy. 


4. Lt is necessary to expand the powers to sell products by enterptises them- 
selves and to encourage enterprises to overfulfill the state mandatory quotas. 


5. The powers to fix prices are to be vested in enterprises, the policy of a 
good price for a product of superior quality and of floating prices is to be 
implemented, and enterprises are to be encouraged and helped to improve quality, 
to make products of superior quality, and to make new products. 


6. Enterprises’ financial resources must be strengthened and their technological 
transformation must be speeded up. 
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7. The power to distribute wages and bonuses must be expanded, the system 

of economic responsibility in enterprises must be further perfected, various 
forms of the system of contracted responsibilities must be implemented, and th: 
four-lowerings and three-increasings ensured. 


8. The number of junctions in the goods supply must be reduced, good charnels 
for the supply of goods must be selected, the application of the method of 
calling for tenders must be encouraged, and the power to select and purchase 
materials must be expanded. 


9. It is necessary to enjoy the powers of directly dealing with foreign firms. 


10. It is essential to expand the powers of handling assets, to fully use 
existing fixed assets, and to replace backward equipment with advanced. 


Factory directors and managers of large and medium-sized enterprises in 
Wuhan City declared: We must correctly handle the relationship between the 
State and enterprises and workers and must first Lay stress on the interests 
of the state. On behalf of the state, we must manage enterprises well. ‘The 
key to invigorating enterprises Lies in enlivening people so that all workers 
will show concern for the interests of the state. 


CSO: 4006/5L0 
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CPPCC, NPC VIEW SUCCESS OF ECONOMIC RESTRUCTURE 
OW310712 Beijing XINHUA in English 0653 CMT 31 Mar 85 


[Text] Beijing, 31 Mar (XINHUA)--China's urban economic restructuring has 
achieved initial success in the three cities first chosen to try it out. 
This is the consensus of representatives from these cities now attending the 
current sessions of the National People's Congress (NPC) and the Chinese 
People's Political Consultative Conference (CPPCC). 


Experiments in restructuring the urban economy first started in Changzhou of 
Jiangsu Province in March of 1982 and were later carried out in Chongqing 
of Sichuan Province and Wuhan of Hubei Province. 


Changzhou began with simplifying administration, decentralizing power and 
establishing markets to facilitate the flow of commodities. This east China 
city had established 30 economic organizations by incorporating urban and rural! 
enterprises to turn out quality products. 


This type of economic organizations was conducive to improving enterprise 
management and economic returns, according to the NPC deputies. They gave 
the example of a bicycle plant which had increased its output of bikes from 
100,000 in 1981 to 770,000 in 1984 thanks to the economic association it had 
formed with 177 related urban and rural works. Its total output value last 
year reached 110 million yuan with a profit enough to build another plant 

of the same production capacity. 


Chongqing had set up 70 trading centers which had helped integrate the urban 
and rural economies and promote the interflow of commodities between town and 
countryside, representatives from the city noted. 


Reform was now being expanded from commerce and foreign trade to industry, 
transport, building, education, science and technology and management of 
labor and personnel, they said. 


Wuhan on the Yangtze River had integrated the administrative bureaus of commerce 
and grain into a commercial committee in charge of all business activities. 

This move separated government from business and enabled commercial enterprises 

to operate as independent entities responsible for their own profits and losses, 
deputies from Wuhan said. 
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The system in which the factory director assumes full responsibility was bein 
tried out in 2,900 state-owned industrial enterprises. Under this system, 

the factory director exercises unified leadership over production and market- 
ing and has the power to decide workers’ wages and the appointment of managerial! 
and technical personnel. 








Some NPC deputies believed that this had helped strengthen the authority of 
the factory director, quicken the process of decision-making, improve manage- 
ment and raise economic returns. 






It is learned here that the “law governing state-run industrial enterprises 
(draft), which is being deliberated by the NPC Standing Committee, has an 
article requiring the institution of this system. 






Other deputies suggested that, while this system was necessary, the role 
of the workers’ congress should be strengthened to exercise supervision over 
the factory director. 
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CHEN PIXIAN ON NPC ECONOMIC LEGISLATION 
0W031149 Beijing XINHUA in English 1106 GMT 3 Apr 85 


[Text] Beijing, 3 Apr (XINHUA)--Formulating laws governing economic activities 
is the focus of the current legislative work of the National People's Congress 
Standing Committee, said Chen Pixian, vice-chairman of the committee, here 
today. 


China has already enacted several basic laws on economic affairs. However, 
he said, they were yet to be perfected. 


Major laws on economic affairs and economic cooperation with other couatries 
should be formulated to ensure smooth progress of China's opening to the rest 
of the world and its economic reforms, he said. 


Reporting on the Standing Committee's work since the last NPC session held in 
May 1984, Chen Listed some laws China had enacted including those on forestry, 
medicine control, accounting, and economic contracts with foreign countries. 


Together with the State Council, the Standing Committee was drafting Laws on 
cooperative enterprises by China and other countries, operation with sole 
investment by foreign businessmen, customs, maritime trade, corporations, 
mineral resources, labor and land. He said that, in the current situation, 
many new questions had arisen that needed prompt regulation with legal force. 


But, some major questions were rather complicated and involved a wide range 
of departments and the conditions were not yet ripe to make Laws for them 
since experience was lacking, he added. 


In view of this, he said, the Standing Committee was submitting to the session 
for approval a draft decision authorizing the State Council to work out pro- 
visional regulations. 


Chen described this as an important measure to improve China's legal system 
in the Light of the actual conditions. He also reported on the committee's 
supervision of government work. The committee had heard reports by various 
relevant government departments on foreign trade, sports, foreign affairs, 
education, construction of special economic zones, and opening of 14 coastal 
cities to foreign investment. 
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Chen said the committee was satisfied with the government's work in settling 
the Hong Kong question through negotiations, agreed with the joint declaration 
initialed by the Chinese and British governments, and decided to submit it to 
the current NPC session for deliberation and approval after its formal signing 
by the two governments. 


The committee affirmed the achievements of the foreign trade departments in 
improving operations and management and raising economic efficiency, he said. 
At the same time, he said, the committee pointed to the need for a still bigger 
growth of major reforms regarding foreign trade. 


Since education was a strategic focus for China's economic development, the 
committee urged the government to increase educational expenditures gradually 
along with the growth of revenue. Educational reform should be carried out 
in the light of China's needs. 


Chen said the committee had heard reports on President Li Xiannian'‘s visits to 
Romania, Yugoslavia, four Asian countries and three other European countries, 
as well as on Premier Zhao Ziyang's visits to six West European countries and 
the European Community. 


The Standing Committee was satisfied with the achievements of these major 
diplomatic activities, he said. He mentioned the work of several special 
committees examining and drafting relevant laws and motions. The 2,697 pro- 
posals, criticisms and opinions submitted by deputies during the NPC second 
session last year had been handled and replies given by the end of November 1984. 


He also briefed the meeting on the direct election of deputies at the county 
and township levels. The work had been completed by the end of last year, he 
said. 


Standing Committee members and NPC deputies had made fact-finding tours to 

29 provinces, municipalities and autonomous regions to investigate how state 
plans and budget were being carried out ani the progress in economic reform. 

He mentioned in particular the achievements of the NPC and its Standing Committee 
in expanding ties with other countries. The NPC sent delegations to the Demo- 
cratic People's Republic of Korea, Burma, Thailand, Tanzania, Zambia, Rwanda, 
Burundi, Zaire, and the Soviet Union, and received parliamentary delegations 

from 10 countries, the speakers of the European parliament and the Italian 
Senate. In addition, he said, NPC delegations had attended certain inter- 
national meetings. 


Increased contacts with other countries had helped promote understanding and 
cooperation between the NPC and other countries’ parliaments and peoples, he 
said. This was of major significance for expanding China's ties in various 

fields with other countries, for China's modernization, and for safeguarding 
world peace. 


CSO: 4020/17) 
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SHENZHEN MAYOR COMMENTS ON FURTHER ECONOMIC REFORMS 
HKO20306 Beijine ZHONGGUO XINWEN SHE in Chinese 0752 GMT 28 Mar 85 


\Treport: “Liang Xiang Says Shenzhen Faces Competition, So It Needs To Open 
Its Door Wider to the Outside World”) 


(Text! Beijing, 28 Mar (ZHONGGUO XINWEN SHE)--Shenzhen must open wider to the 
outside world and carry out further reforms so that the Shenzhen Special 
Economic Zone will be able to scale new heights in its development. This was 
pinpointed by Liang Xiang, vice governor of Guangdong Province and mayor of 
Shenzhen, in an interview with our reporters, while attending the Third Session 
of the Sixth NPC. 


Ihe mayor, who looked glowing and energetic, said: The present situation at 
home and abroad is very advantageous to the development of the Shenzhen Special 
Economic Zone. However, with China's door opening wider to the outside world, 
this special economic zone will face sharper competition. For this reason we 
should redouble our efforts to build the zone to a still higher level. To 
attain this, we should open wider to the outside world and go a step further 
with reform and innovation. 


Liang Xiang pointed out that the key to carrying out further reform in the 
Shenzhen Economic Zone first of all is to establish different new rules and 
regulations, systems, and methods which are compatible with the development 
of commodity production in the zone, and to institute an open, effective 

management system at an early date, which should be well-informed of the outside 
world and should be quick to react. 


Second, we should continue to streamline government organs, further define the 
junctions of all government departments, and gradually set up service centers 
for finance, trade, consultants, information and technology so that some 
service trades will be able to gradually move toward specialization, socializa- 
tion, and large-scale commodity production. Meanwhile, we should set up trade 
associations and federations of industry and commerce and give full play to 
their role so as to miniwize administrative interference as much as possible. 
We should also resolutely and prudently reformthe planning system and price 
system so as to bring the role of market regulation into full play. Government 
departments will principally supervise and manage the economy through economic 
levers and laws to meet the needs of developing an open economy in the special 


economic zone. 


66 











Third, it is necessary to improve legislation so as to strengthen management in 
an all-round way. Liang Xiang said: The Shenzhen Special Economic Zone has 
been developing very rapidly in all aspects, but management work remains a weak 
link. By taking advantage of the situation in which management work is still 
weak and legislation is not perfect, some units and individuals recently 

stirred up some new unhealthy trends. He pointed out that only when legislation 
is improved, all the systems are consolidated, management is strengthened in an 
all-round way, and the loopholes which give rise to unhealthy tendencies are 
plugged will it be possible for us to ensure the normal development of economic 
construction in the special economic zone. 


Referring to the administrative line defined in the Shenzhen Special Economic 
Zone, Liang Xiang said: This is a comprehensively administrative line and a 
line which ensures that the special economic zone will open wider to the outside 
world. The establishment of this line will further improve the investment 
climate in the zone, furnish strong protection and better conditions for the 
implementation of various preferential policies and foreign investment in the 
zone, and effectively prevent large-scale smuggling activities. Preparations 
for the administrative line are more or less complete. As soon as the 

State Council approves, the line will be officially put into use immediately. 


Speaking on worries of some people that after the line is officially put into 
use, the exchange of personnel, goods, and funds between the Shenzhen Special 
Economic Zone and the interior will be restricted and the zone's economy will 
thus wither, Liang Xiang said: This is obviously a misunderstanding. Contacts 
between the special economic zone and the interior in the future will not be 
less, but will become more intimate and wider. 


CSO: 4006/510 
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JOURNAL ON BOOSTING XINJIANG ECONOMIC RECONSTRUCTION 
HK221535 Beijing JINGJI GUANLI in Chinese No 1, 5 Jan 85 pp 30-33 


[Article by Tuohuti Shaxuc, Vice Chairman of the Xinjiang Ugur Autonomous 
Region: “Actively Develop Economic and Technical Cooperation To Speed Up 
Economic Reconstruction in Xinjiang"; edited by Zhang Hanya [1728 3352 0068] ] 


[Text] Since the 3d Plenary Session of the llth CPC Central Committee 

and following the implementation of the guideline of shifting the major 

focus of work and opening to the outside world and internally enlivening 

the economy, economic and technical cooperation between the various provinces, 
municipalities, and autonomous regions in the whole country has developed 
vigorously. The relatively economically developed provinces and 
municipalities, responding to the demand of the central authorities, 

have actively rendered aid to the minority nationality areas in the border 
regions. Providing aid in an organized and planned manner to the appropriate 
localities and economic and technical cooperaticn, strengthening the 
horizontal economic relations with each bringing its superiority into 

full play are the requirements for speeding up the development of the social 
productive forces. Actual practice has shown that these measures, which 
require little investment but reap quick results and large benefits, 

are the ones required to speed up economic and cultural construction 

in the minority nationality areas and at the same time promote development 

of the economy in the developed provinces and municipalities. This not 

only benefits the development of the national economy but is also beneficial 
to strengthening the unity of the nationalities and consolidating border 
defense. 


After the convening in October 1982 in Yinchuan of the national group 
discussion meeting on rendering aid to the appropriate localities and on 
economic and technical cooperation, economic and technical cooperation 

in our region has developed relatively rapidly. Up to the present, 

not only has the people's government of the autonomous region signed 
cooperation agreements with the various brother provinces, municipalities, 
and autonomous regions but the great majority of the prefectures, autonomous 
prefectures, and cities and some of the departments and bureaus of the 
autonomous region has also, one after another sent delegations (units) 

to their brother provinces, municipalities, and autonomous regions to discuss 
and organize the implementation of plans or to sign agreements for new 
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projects. Since 1983, the government standing committee three times in 
succession has discussed the problem of how to further improve the economic 
and technical cooperation work, analyzed the situation, studied and made 
arrangements for performing the tasks, and formulated the necessary 
regulations. In 1984, the government convened a meeting on economic 

and technical cooperation within the autonomous region. At present, 

in our region, the development of economic and technical cooperation 

is relatively rapid. This is principally shown in the following aspects: 


1. The scope of economic and technical cooperation has continuously been 
expanded, and the number of projects has continuously increased. It has 
extended from industry to various other fields such as capital construction, 
communications, agriculture, science and technology, education and public 
health. Up to the beginning of September 1984, the autonomous region has 
successively concluded 1,262 cooperation pacts with 19 provinces, 
municipalities, and autonomous regions in the country. Of then, 

405 projects are incorporated into the cooperation plan of the autonomous 
region, including 13 economic combination projects, 350 technical cooperation 
projects, and 42 projects on intellectual development and personnel training; 
95 cooperation projects within the autonomous region; and 762 projects 
concluded by the various prefectures, autonomous prefectures, and cities 

with the brother provinces, municipalities, and regions. 


2. The economic cooperation relations have developed from cooperation 

on concrete projects to counterpart aid and cooperation relations between 
provinces, between municipalities, and between departments and bureaus. 
At present, in the whole region, there are 9 prefectures, autonomous 
prefectures, cities, departments and bureaus which have formed close 
counterpart aid and economic and technical cooperation relations with 

the special districts, municipalities, and bureaus of brother provinces. 


3. Following the development of economic and technical cooperation, 

there has been new developments in other directions such as joint-investment 
operations, combined-production, combined development and compensation trade. 
For example, the Xinjiang General Chemical Company and the Shanghai Zhengtai 
rubber factory have jointly established a rubber factory in Xinjiang with 

a production capacity of 100,000 sets of rubber tires a year. The Shanghai 
plant provided some of the capital funds, equipment, technology and 
manufacturing formula and allowed the use of its Huili brand trademark. 

The establishment of this plant has not only increased the output of rubber 
tires in our region but is also expected to reap even better economic 
results in the coming years. The Tianjin fruit juice factory and the 
Tu-lu-fan fruit juice factory of our region have entered into an agreement 
on the joint production of light champagne. The Tianjin plant furnished 

the technology and trademark. At present, this joint venture has formally 
started production. It anticipates an annual profit of 160,000 yuan. 


4. Technical progress has been promoted and economic results have been 
improved. in our region, the Chingji chemical fertilizer piant and the 
Xinjiang 3d rubber plant are enterprises which have habitually incurred 
losses for many years. Recently, as a result of help rendered by the 
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Shanghai Jiading chemical] fertilizer plant, the Tianjin vehicle tire plant, 
and Zhaoyang's Zhangzheng tire plant in Liaoning, they have managed to convert 
losses to prefits in their operations. Hutubi's Changhua leather shoe factory 
in our region, after receiving aid from the Dongdan leather shoe factory 

in Beijing Municipality to improve its equipment and production technique, 

has increased the styles of its products, and, in particular, the use of 
sheepskin to make shoes has opened up a new road for the full utilization 

of the rich sheepskin resources of our region. At present, the products 

of this factory are being marketed in Beijing and the three northeastern 
provinces and the factory has become one of the enterprises in our region 
reputed to have no products stockpiled in the warehouses. According to 
incomplete statistics, among the projects that have been completed and have 
already obtained economic benefits, 77 sets of equipment have been renovated 
or technically transformed, 304 new varieties and new products have been 
developed, and new output value of 101.03 million yuan and new profits of 

12.7 million yuan have been made. 


5. Reciprocal visiting activities have actively developed and development 
of economic and technical cooperation has been promoted. In the past year 
and more, the various departments, bureaus and prefectures, autonomous 
prefectures, and cities in our region have successively dispatched personne] 
to visit the brother provinces, municipalities, and autonomous regions; 

at the same time, over 240 specialists, comprising delegations from 9 
provinces, municipalities and autonomous regions, have successively paid 
visits to our region. This kind of reciprocal visiting activity has 
strengthened liaison, exchanged information, and facilitated the development 
of cooperation. 


6. A new road has been opened up in such directions as intellectual 
development and personnel training. By means of economic and technical 
cooperation, our brother provinces, municipalities, and autonomous regions, 
adopting various forms such as conducting advanced studies, training, 

and organizing teaching and training classes, have helped our autonomous 
region to train over 160 persons of specialized talents. At the same time, 
the educational departments and higher institutions of learning of certain 
brother provinces and municipalities have enlarged their student enrollment 
activities in Xinjiang; they have organized 10 nationality classes specially 
for our region, trained 68 research students on our behalf, provided advanced 
learning facilities to some 500 of our teachers, and, in addition, 120 
teachers from institutions of higher learning in various provinces and 
municipalities have accepted our invitation to give lectures in our region. 


7. Leadership has been strengthened, new organs have been cstablished and, 
in general, strength has been consolidated. At present, great importance 
has been attached to economic and technical cooperation work by leadership 
at various levels extending from the autonomous region to the various 
prefectures, autonomous prefectures, and cities. The great majority of 

the localities have assigned at least one leadership person to take charge 
of, and personally attend to, this type of work. In the whole region, 

the great proportion of the prefectures, autonomous prefectures, and cities 
have already set up organs to take charge of economic and technical 
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cooperation work. The organizational] layout of these organs has been 
definitely fixed and their staff and personne] have been selected, thus 
organizationaliy ensuring the development and progress of economic and 
technical cooperation. 


8. Conversely, based on the availability of resources in our region and 

in accordance with the needs of the brother provinces, municipalities, 

and autonomous regions, we have provided various kinds of our resources 
such as cattle stock, cow hide, sheepskin, wool, cashmere, liquorice and 
asphalt as aid materials to the brother provinces, municipalities, and 
autonomous regions, as part of our meager efforts to promote their economic 
deve lopment. 


After more than one year's actual expe~ience in developing economic and 
technical cooperation in the localities, we deeply feel the following: 


First, eradicating the “leftist” influence and raising the level of 
ideological understanding are the important prerequisites to performing 
the jobs in economic and technical cooperation vell. 


The economic and technical cooperation work in our region has made a slow 
start. The important reasons for this are: the “leftist" influences, 
rigid thinking, and lack of the necessary understanding of this new concept 
of economic and technical cooperation and of its importance. 


In 1982, tollowing earnest efforts made in shifting the pivotal point of 
work in our region and through studying and learning from the spirit of 

the documents of the central authorities, learning from the experiences 

of brother provinces and municipalities, and actual practice in the grassroots 
units, we came to realize that developing economic and technical cooperation 
in the localities constituted a new line of work in the new situation of 

the continuous development of the modernization program in our country, 

that it is the natural product of socialized large-scale production, 

and that it is a good method or form for a socialist society to organize 

its economic activities. Economic and technica! cooperation in the localities 
may be likened to a strong gust of east wind blowing new air to our Xinjiang, 
not only vigorously lashing at the semi-closed economy of our region but also 
planting deep in the minds of the people the reasoning that “wealth comes 
from industry”. By means of strengthening the horizontal and other forms 

of economic relations with the brother provinces, municipalities, and 
autonomous regions, we have broken up the practice of carving up spheres 

of influence on the part of the localities and transformed the past guiding 
thought of stressing only agricultural and animal husbandry production and 
the operation method of simply taking the vertical management of the economy 
as the principal factor. In reality, this was a sort of experiment in the 
current reform of the economic management system. It was only through 

the flying leap in the ideology and understanding of the party and government 
leadership at various levels that it was possible to promote the prosperous 
growth of our region in the recent year. 
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II. Economic and Technical Cooperation Is Not a Temporary and Makeshift 
Measure But a Long-Range Strategy 


Historical and geographical reasons in our country have brought about an 
irrational geographical distribution of the productive forces and an uneven 
development between the localities. Economically developed provirces and 
municipalities are relatively rich in funds, technology, and talents but are 
relatively short in resources, whereas the economically backward minority 
nationality areas in the border regions command a supremacy in materia! 
resources but are deficient in funds, technology, and talent. This determines 
that developing economic and technical cooperation cannot count on just 

an occasional, minor success but must be guided by a strategic vision, 
long-range planning, and a long-term determination. In our opinion, 
economic and technical cooperation is a constituent part of the national 

plan or a necessary supplement thereof. For the present period, technical 
transformation and promoting technical progress should be the main factors, 
while for the distant future, we should, in accordance with the needs and 
capability of both cooperating partics, revolve, in a planned and organized 
manner, around the theme of developing resources, formulate the necessary 
program and plan and study well the problem of feasibility. At the same time, 
in economic planning we should give support, in the form of funds and matcrial 
resources, to economic and technical cooperation, making it a part of the 
State plan. Only in this way is it possible to achieve a sustained and 
intensive development and to continuous], facilitate the development of 

the economic construction program. 


Ill. In Economic and Technical Ccoperation, We Must Insist on the Principle 
of Volition, Mutual Benefit, Equality in Negotiations, Learning From Others’ 
Strong Points To Offset One's Weaknesses, and Common Development 


Developing the economic and cultural enterprises in the minority nationality 
areas, eradicating real inequality, and improving the economic and cultural 
levels constitute the party's mission, also the mission of the various 
nationalities in the whole country, and, even more so, the irrefutable 
mission of the party and leading government departments in our minority 
nationality areas. In the course of cooperation, the relatively economically 
developed provinces and municipalities have displayed an excellent attitude. 
For example: Comrades in Jiangsu Province have said: “The central government 
has decided that Jiangsu Province should render aid to Xinjiang as its 
counterpart; this is a glorious mission assigned to Jiangsu. Hence, whatever 
request Xinjiang makes which Jiangsu is capable of doing, Jiangsu will make 
every effort to comply so that the relations between the two parties will 
become all the more intimate in their future dealings.” In their actual 
intercourse with us, other economically relatively developed provinces 

and municipalities have also acted in the same manner. Basically speaking, 
our requests for aid and support from the advanced provinces and 
municipalities have been met. 


’ 


University of Communications 


For example, entrusted by Comrade Wang Zhen, th 
of Shan,).ail promptly dispatched Comrade Deng Xuchu and other comrades of the 
secretar at of the university party committee to Xinjiang to conduct an 





investigation on intellectual development and to sign a memorandum on 
rendering aid to the border regions. Since 1983, the School of Management 
of that university has dispatched two batcnes of teachers to our region 

to help in training factory heads and managers; each year it has granted 

a fixed enrollment of 20 cadres, currently engaged in managing enterprises 
in the region, for further training; in addition, it has provided aid, 
concerning such topics and matters as teaching etnquiries, teaching texts, 
teaching equipment, and teachers’ qualifications, to our academy for cadres 
in economic management. Such faithful sentiments toward Xinjiang and such 
generous aid extended to the region have greatly encouraged us and given us 
great confidence and strength. In our future economic and technical 
intercourse, we shall continue to firmly abide by the principle of volition, 
reciprocal benefit, equality in negotiations, learning from others’ strong 
points to offset one’s weaknesses, and common development. So long as there 
are benefits to both parties and so long as there are common economic 
benefits, we shall agree to cooperation in any field and in anv form. 

We shall do our utmost to supply the resources needed by our brother 
provinces, municipalities, and autonomous regions. 





IV. It Is Necessary To Have a Set of Unified Policies to Ensure the 
Smooth Progress of Economic and Technical Cooperation 


Economic and technical cooperation are kinds of horizontal economic relations 
between the localities. In recent years, in the course of our deveioping 
economic and technical cooperation with our brother provinces, municipalities, 
and autonomous regions, we have deeply felt that these horizontally-related 
economic act’ vities and the economic management system with vertical 
relations as the main factor have generated many contradictions and 
difficulties particularly with the system of planned economy. In particular, 
problems of funds, material resources, capital construction targets and 
communications and transport have outstandingly influenced and restricted 

the extensive and intensive development of economic and technical cooperation. 
At the same time, in view of the current trend of economic and technical 
cooperation progressing toward large projects and in many directions, 

it is necessary to have a set of unified policies. Hence, last year, 

at the jointly-convened conference on economic and technical cooperation 

in the northeastern region, we, together with other provinces and regions 

in the northeast, jointly studied several policy problems and submitted 

a report to the State Council on our findings. We hope that the report 

will soon be sanctioned. In addition, in order to more effectively absorb 
funds, technology and talented personnel, we shall provide special treatment 
to all units and persons who have come to Xinjiang to engage in development 
and give aid. We are currently formulating a concrete plan for such 
preferential treatment. For example, in the case of people bringing along 
capital funds to our region to start businesses, the enterprises will be 
autonomously controlled and managed by the investors themselves; commencing 
from the year when the enterprise starts to earn a profit, for 3 years in 
succession, payment of income tax will be exempted, while commencing from 

the fourth year, enterprises making only small profits may, depending on 

the actual conditions, have their income tax reduced, and, in general, 

the income tax rate will not exceed 10 percent; the whole portion of the 
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profits earned will belong to the investor. Sole-investment enterprises 

may be operated indefinitely in our region whereas joint-investment enterprises 
of a developing nature may have a minimum cooperation period of not less than 
20 to 30 years. In the case of those people who have come to our region 

to aid in construction such as entrepreneurs, engincering and technical 
personnel, scientific workers, physicians, educational workers and all 
persons with special training, each and every person will be additionally 
provided with living allowance and technical allowance during the period 

of work in Xinjiang; a winter-apparel subsidy of 120-150 yuan each wil! 

also be given; those who have worked for over 6 months will enjoy a home 
leave to visit their relatives and the to-and-fro traveling expenses wil! 

be borne by the aid-receiving unit concerned; if the person does not want 

to take the home leave, his family members may be allowed to come to Xinjiang 
to visit him; if the family members do not wish to come, the traveling 
expenses will be given to him. If the person voluntarily wishes to stay 
indefinitely and work in Xinjiang, he is all the more welcome and the 
preferential treatment accorded to him will principally be the following: 

If his directly-related family members, whom he supports, originally had 

a registered permanent residence in the countryside, the registered 

residence may be shifted to an urban one, in the city or town where he works; 
employment will be arranged for one of the unemployed children who have 

come to live in the city with him; if his spouse is already formally employed, 
she may be transferred to the unit where he works or to a nearby unit to work, 
and if the spouse originally had no employment at all but still has the 
capacity to work, she may be organized by the unit concerned to take in 
collective production work; at the same time, he is entitled to receive 

all the relevant under the "Regulations Governing Certain Problems Concerning 
Further Improving the Living and Treatment of Intellectual Elements and 

Staff Members and Workers in the Border Regions" promulgated by the regional 
party committee. At the same time, we definitely will accord a warm 
reception, satisfactory services, and honest treatment to all the leadership 
personnel and various categories of people who have come from the brother 
provinces, municipalities, and autonomous regions to visit or to discuss 
projects and aid. This is giving cordial treatment and is essential to 

doing the cooperation work well. 


V. Strengthening the Leadership, Establishing and Perfecting the Oftice 
Structures, and Substantiating the Talents of the Personnel Provide the Basic 
Assurances To Performing Economic and Technical Cooperation Well 


In order to further perform the work of economic and technical cooperation 
well, in June 1984, the people's government of our autonomous region, 
following a careful study made, specially announced and printed "Certain 
Regulations Governing Developing Economic and Technical Cooperation in 

the Xinjiang Uygur Autonomous Region (draft)." This has played an active 

role in strengthening leadership work over economic and technical cooperation, 
in establishing and perfecting the work structure and in further promoting 

the development of economic and technical cooperation in the whole region. 

In our opinion, faced with the extremely good situation at present of economic 
and technical cooperation making its start and developing prosperously, 

in strengthening the leadership, first, it is necessary to accomplish the 
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Objective that the cooperation must proceed according to plan and that some 


special personnel must be appointed to take charge. The leadership in charge 


Should personally cooperate in carrying out well the organizing and 
implementing of the projects, strengthen supervision and inspection, 
readjust and solve the problems found in the course of the implementation, 
and truly accomplish the five fulfillments and implementations, namely, 
implementing the designating of the responsible personnel, implementing 
the time schedule for fulrillment, implementing the designation of funds, 


implementing the designation of raw materials and equipment, and implementing 


the achievement of economic results. Second, it is necessary to start from 
reality, to look for results and to prevent cooperating blindly, or rushing 


headlong into mass action, or getting into formalism. Third, it is necessary 


to avoid redundant cooperation and redundant production among the same 


category of enterprises and in the same category of products, thus preventing 


wastage of manpower, funds, and resources. In short, in strengthening the 
leadership, it is necessary to perform meticulous organization work and 
active guidance, so that economic and technical cooperation will follow 
the correct track and move forward in an intensive manner. 


Under the support of the state and brother provinces, municipalities, 

and autonomous regions, our region has done certain work in economic and 
technical cooperation and gained certain experiences. Generally speaking, 
through economic and technical cooperation, we have broken the semi-closed 
economy, exchanged information and intelligence, promoted the ideological 
liberation of the cadres at various levels, broadened our vision, 
strengthened the friendly intercourse with the brother provinces and 


municipalities, improved solidarity and understanding among the nationalities 


and promoted the development of economic construction in our region. 
However, the successes we have made are still far from what the central 
authorities expected of us and there is still a great gap between ourselves 
and the advanced brother provinces, municipalities, and autonomous regions. 
In this connection, the people's government and party organization in our 
autonomous region, when making an inspection and examination in party 
rectification have come to understand that on the side of our development 
of the economic and technical cooperation our thinking had not been 
sufficiently liberated, that we lacked the aggressive spirit of creating 
new, that we were still in the stage of making "minor moves" and that both 
in economic cooperation and economic combination we had not evolved a new 
situation. We are determined to further raise our understanding, 
strengthen leadership, perform an even better job in economic and technical 


cooperation and speed up the development of Xinjiang's economic reconstruction. 


CSO: 4006/488-F 
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ECONOMIST WARNS OF BLIND PURSUIT OF GROWTH RATE 
OW010901 Beijing XINHUA in Fnglish 0633 GMT 1 Apr 85 


[Text] Beijing, 1 Apr (XINHUA)--China must guard against a blind pursuit 
of a high growth rate in economic development, a professor of economics warned 


at a panel discussion during the current National People's Congress session. 


Song Zexing from Liaoning University said he agreed to what Premier Zhao Ziyang 
said about the speed of economic development in his report on government work. 


Song said that the premier had given the nation a "timely warning" against 
vying for high speed in economic development. He said that the 14.2 percent 
increase in total industrial and agricultural output value in 1984 was a fairly 
high rate, which was indicative of China's excellent economic situation. 


However, he said, the strains on energy, transportation and raw materials 
occasioned by such a hign speed should not be overlooked. 


rven an 8-perceni increase in coal and oil production Jast year failed to ease 
the energy strain, he added. 


Song said that attention should also be paid to equilibrium in the state budget 
and in credit and materials supply. 

Last year the total wage bill increased by |9% percent and cash supplied by the 
banks to cover wages and bonuses rose by 22.3 percent over the previous year. 
This, plus the increased income of the peasants from selling farm and sideline 
products, brought a yreat pressure to bear on the market, he said, 


Furthermore, the 21.8-percent increase in total investment in fixed assets and 
the relatively low increase in the means of production, he said, upset the 
balance between supply and demand in this category of products. 


Song said that the simultaneous drastic increases in both consumption and 
investment were largely responsible fur the strain on materials supply and 


certain price hikes. These facts showed that it was imperative to strengthen 
management while enlivening the economy in carrying out the reform, he said. 


"We should begin with controlling consumption funds and investment in fixed 
assets," he said. 


"Only by so doing can we strike an overall balance between supply and demand 
and thus ensure the smooth progress of the reform," he said. 


CSO: 4020/17] 76 
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PRC STATE-OWNED FARMS DIVERSIFYING INTO INDUSTRIES 
HK200649 Beijing CHINA DAILY in English 20 Mar 85 p 2 
[Article by staff reporter Zhao Jinming] 


[Text] Award-winning wine, down jackets and stainless steel tableware are now 
pouring out from state farms once monopolized by farming. 


According to the State Agricultural, Industrial and Commercial Corporation, 
State-owned farms have made great strides in diversifying production beyond 
sole emphasis on crops and livestock. As a result, farms’ industries reported 
production value of 6.5 billion yuan ($2.32 billion) last year, accounting for 
47 percent of the farms' total industrial and agricultural output, said an 
official of the corporation. 


To date, the corporation has established about 6,/90 industries employing 
830,000 people and producing more than 3,000 varieties of goods. The quality 
of the goods has attracted widespread attention. About 485 products won 
award certificates from national and provincial authorities. Dynasty brand 
white wine, produced by the Tianjin Sino-French Winery, won two gold medals 
at international fairs. 


Corporation officials said farms' industries focused on production of export 
goods. More than 160 products, such as down jackets, stainless steel dinner ware, 
white wine, wool gabardine, knit underwear, cassette recorders and pharma- 
ceuticals, were shipped to more than 60 countries in Asia, Africa, Europe and 

the United States. The corporation's export volume was valued at 700 million 

yuan (about $250 million) last year. 


The Yuejin Stainless Steel Ware Factory in Shanghai exported 95 percent of its 
products. In the past five years, the tactory exported 1/71 varieties of stainless 
steel ware valued at $8 million, fac*ory director Tang Xingjie told CHINA DAILY. 


This year, the factory plans to increase production to 25 million yuan (about 
$8.9 million) and earn $4 million more in foreign exchange, Tang said. 


To reach the goal, the factory will rely on modernized equipment. Last month, 
the factory signed a contract with a French firm to import welding equipment, 
he said. 
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In 1984, the Gonggqin Down Products Factory, under the administration of the 
Gonggin Reclamation Farm in Jiangxi Province, exported down items valued at 
more than 1 million yuan, accounting for 10 percent of the country's total 
down exports, factory director Yu Xiuyan said. 


He said the factory's products were popular in the United States, Britain, 
France, Federal Republic of Germany, Japan, Australia and Hong Kong. 


In the past 5 years, the Cotton Knitwear Mill in Jiangsu Province exported 
nearly ¥9 million pieces of synthetic underwear, earning the state more than 
$20 million in foreign exchange. 


In 1984, the Chengdu Liquid Nitrogen Container Factory turned out about 

3,580 containers valued at 2.8 million yuan ($] million). Because the products 
meet international quality standard, they have sold well domestically. Customers 
who formerly imported containers from abroad have switched their orders to 

the factory. 


Directors and managers from 15 factories are now meeting in Beijing to swap 
production, management, and marketing techniques. The exchange, sponsored by 
the State Agricultural, Industrial and Commercial Corporation, closes on 
Thursday. 
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LOCAL IRON, STEEL ENTERPRISES EXPANDING 
OW150524 Beijing XINHUA Domestic Service in Chinese 0018 GMT 11] Mar 85 
[By reporter Ding Genxi] 


[Excerpts] Beijing, 1] Mar (XINHUA)--For every 10 tons of steel currently 
produced in China 2 tons are produced by the local iron and steel enterprises. 
The growth in steel output of the local iron and steel enterprises represents 
40 percent of the increase in the national steel output. This shows that the 
local iron and steel enterprises have become a new force in China's iron and 
steel industry. 


Since the 3d Plenary Session of the 11th CPC Central Committee, comrades on the 
metallurgical front have made an all-round analysis of the national supply and 
demand situation in iron and steel and the current situation of the local iron 

and steel enterprises. While understanding the shortcomings of the local iron 

and steel enterprises, they have also perceived their superiority for making 
technical transformation. They maintained that as long as the backward industrial 
equipment can be revamped and management improved, the local iron and stee] 
enterprises can surely turn deficits into profits and contribute to relieving 
shortages in the supply of iron and steel. 


Over 800 local iron and steel enterprises throughout the nation, particularly 

the Hangzhou Iron and Steel Mill, the Handan Iron and Steel Mill, the Anyang [ron 
and Steel Mill, and 50 other local backbone enterprises, are precisely following 
the road of revamping equipment and improving management. 


Because of correct policy and correct orientation in development, China's local 
iron and steel industry has begun to take off within the short span of a few 
years. The industry has increasingly shown its potential and vitality in the 
following aspects: 


On production, the growth of the local iron and steel industry has far exceeded 
the average growth of the national iron and steel enterprises. In 1984, the 
national iron and steel output grew by 36 percent over 1978, or an average annual 
growth of 6 percent. Last year, the local iron and steel enterprises produced 
8.93 million tons of steel, more than double that of 1978, or an average annual 
growth of 18.9 percent. 


On energy consumption, a marked drop has been registered. The energy consumed 
by the local backbone iron and steel enterprises throughout the nation for 
production of a ton of steel dropped to 1.35 tons of standard coal in 1984 from 
1.834 tons in 1979. Over the past few years, the steel output of the local 
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backbone iron and steel enterprises has increased by 3.36 million tons, but the 
total consumption of energy decreased by 500,000 tons of standard coal. Thus, 
an increase in production has been achieved with less consumption of energy. 


On economic resu!ts, profits have markedly risen. The local iron and steel 
enterprises throughout the nation turned from deficits to profits in 1980, and 
the total profits and taxes achieved reached 960 million yuan. However, 

the total profits and taxes achieved in 1984 reached nearly 2.6 billion yuan, 
or equivalent to the sum total of profits and taxes currently achieved by th 
Wuhan LIron and Steel Mill, which represents 24 percent of the total profits 
and taxes achieved by the national iron and steel enterprises. Over the past 
5 years, the local iron and steel enterprises achieved a total of 7.7 billion 
yuan in profits and taxes, an average annual growth rate of 32 percent. In 
the same period, the growth rate for output value was only 8.2 percent. Thus, 
the growth of profits and taxes for surpass the growth in output value. [as 
printed] 
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GUANGXI ISSUES NEW REGULATLONS ON MINING 
HKOL1440 Nanning Guangxi Regional Service in Mandarin 1130 GMT 30 Mar 85 


[Text] The regional CPC committee and the regional people's government have 
recently issued new regulations on collective and individual mining. 


he regional CPC committee and the regional people's government issued on 

| March a circular on expediting the development of town and township enter- 
prises. They pointed out in the circular: The masses can mine any mineral 
products except gold, silver, and crystals [Shui Jing], which will be purchased 
by the state departments concerned. The mineral products shall be sold by the 
extractors without any maximum Limit but @t a negotiated price. No departments, 
including the people's mining centre, are allowed to establish outposts for 
levying taxes on them. Also, the departments concerned are prohibited from 
interrupting the supply of goods and materials needed by the masses for 
mining, which is supported by the state. 


On 8 March, the regional people's government printed and distributed the interim 
provisions for collective and individual mining in the region. The interim 
provisions stipulate: except for gold, silver, and crystals which will be 
wholly purchased by the state departments, other mineral products shall be sold 
independently by the extractors. Before selling the mineral products, the 
extractors should deliver to the county administrative authority charges for 
mine administration and environmental protection. They should deliver taxes to 
the tax departments before selling the products. 


[In connection with the spirit of the above-mentioned documents, the charges 
for mine administration and environmental protection and taxes should be directly 
delivered by the extractors to the state, rather than collecting the charges 
and taxes at outposts established on highways. 


CSO: 4006/509 
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BRIEFS 


INDUSTRIAL ECONOMICS SOCIETY--According to a JINCJIXUE ZHOUBAO report, Comrade 

Bo Yibo said at a council meeting of the Chinese Society of Industrial Economics: 
At present, there are many societies and associations in China. Some of them 

are well-run. Others are not playing a great role. Still others are not playing 
any role, or are even playing a negative role. It is necessary to make effective 
improvements in them. The principle of the Society in Industrial Economics is 
one of dealing with concrete matters relating to work and having a small but 
well-trained staff. I think that this principle should also be applied to other 
societies and associations. To deal with concrete matters means integration 

of theory and practice. To have a small but well-trained staff means that the 
organization is not for swashbuckling, and it must be composed by the persons 

of ability of the industrial economic circle. [Text] [Hefei ANHUI RIBAO in Chinese 
25 Mar 85 p 1] 


MAO ZHIYONG ARTICLE--Today's HUNAN RIBAO frontpaged an article by Mao Zhiyong 
first secretary of the provincial CPC committee entitled: “Seriously Implement 
Central Document No 1 and Accelerate the Pace of Quadrupling the Industrial and 
Agricultural Output Value in Rural Areas." The article is divided into five 
parts: 1) grasp the excellent situation and strengthen confidence in quadrupLing 
the industrial and agricultural output value ahead of schedule; 2) boldly 
readjust the rural production structure in the Light of the market needs; 3) it 
is necessary to attach importance to science and technology and to heighten the 
level of modern agriculture; 4) expand urban and rural economic contacts and 

take the road of coordinated urban and rural development; and 5) firmly establish 
the concept of the commodity economy and strengthen and improve leadership over 
rural work. [Text] [Changsha Hunan Provincial Service in Mandarin 0000 GMT 

29 Mar 85] 


FOOD PROCESSING EQUIPMENT--Beijing, 31 Mar (XILNHUA)--The Ministry of Commerce 
plans to revamp food processing equipment with 200 million yuan of loans this 
year, double the figure in the previous year, a spokesman of the ministry said 
here today. The investment will be mainly used to upgrade flour and rice, 
according to the ministry. Edible oil is expected to become purer. Quality 

of soy sauce, vinegar and other flavoring will be improved as well. Output 

of popular prepared food such as braised pork seasoned with soy sauce and 

roast chicken will increase. In addition, Ministry of Light Industry and other 
departments wil! invest 60 million yuan to increase production of some prize- 
winning Liquors. [Text] [Beijing XINHUA in English 1256 GMT 31 Mar 85] 
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FINANCE AND BANKING 


CONDITIONS, PROBLEMS IN REFORM OF PRICE ADMINISTRATION 


Beijing JIAGE YU SHIJIAN [PRICE THEORY AND PRACTICE] in Chinese No 6, 20 Nov 
84 pp 4-5 


[Article by Jing Xiaodao [4842 2556 6670]: "Conditions That Are Conducive 
to the Acceleration of the Reform of Price Management" ] 


{Text ] I 


At present, the following factors are conducive to the acceleration of the 
reform of price management. 


First, there has bcen a substantial change in economic conditions. In the 
past, when there was a shortage of goods and materials, a highly centralized 
system of distribution was instituted, and price management was overly and 
rigidly centralized, which developments resulted in "shortages, control and 
rigidity." Today there is an abundance of goods and materials; peasants in 
some areas are having difficulty selling grain, cotton and pigs; diversified 
managemeat involving many components and many channels has emerged; and thus 
the old monopoly and the practice of controlling everything are no longer 
viable and are being replaced by “abundance, liberalization and invigoration. 
Under these new conditions, prices must adapt to the general trend toward 
diversity: many components, many channels and many types of prices. 


Second, market prices are basically stable, the people's lives are secure 
and these factors are important prerequisites for the acceleration of the 
reform of price management. In the past few years, there have been bumper 
harvests of grain and cotton; advances in diversified management; abundant 
supplies of nonstaple foods, especially meat; stable prices; ample supplies 
of Light-industrial products, textiles and daily consumer goods; fierce 
competition; and some price reductions amidst general price stability. All 
of this indicates that the conditions for the Liberalization of price 
management are beginning to emerge. 


Third, the progress registered in every reform has greatly enhanced the 
state's macroeconomic regulatory capacity, and the state has begun restrict- 
ing fixed-capitai investment and credit supply, expanding enterprise autonomy 
and integrating authority, responsibility and benefits; and will gradually 
begin, by the fourth quarter of this year, moving away from the traditional 
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fiscal system in which both profits and taxes were employed to a systemin 
which taxes completely replace profits; has established a legal framework 

for the distributional relationship with enterprises; and thus possesses an 
institutional basis wit which to ensure growth in production and rational 
distribution of national income, fiscai revenues and consumption funds. 

These reforms are of great signiticance to the achievement of general balance 
in the national economy and have created the conditions for market stability. 
When major areas are managed properly and fully, minor areas can be lLiberal- 
ized and unleashed. This creates the conditions for price reform. 


Fourth, we already have had practical experience with the Liberalization of 
price management. In Guangxi, for example, Nanning has abandoned the previous 
system of centralized procurement and sales for a system in which major areas 
are still managed but minor ones are Liberalized, implemented planned pro- 
duction, makes purchases according to contract, links stores and production 
teams and emphasizes goods that are geared to market demand. After experi- 
encing typical busy and slack seasons, the city was able to achieve excellent 
product variety, volume and quality; effect cheap prices; avoid seasonal under 
and oversupply and spoilage; satisfy the masses; and reduce the state's 
losses, which between January and May of this year declined 59.4 percent 
compared to the previous period last year. Retail prices for vegetables 
declined by 0.2 yuan. Watermelon prices were Liberalized and left open to 
regulation by the market, and thus output has doubled and redoubled duriag 
the past 2 years, prices have fallen--by 0.08 to 0.10 yuan during the busy 
season--and the masses are satisfied. 

Fact demonstrates the one-sidecdness of the notion that price reform and price 
stability are contradictory, ard the two goals actually promote each other. 
If price management is not reformed, control will grow more and more stifling 
as centralization increases, supply will fall, there will be prices but no 
goods and thus true market-price stability cannot be attained. Conversely, 
liberalization of price-management policy will enliven the economy, promote 
growth in production, expand commodity circulation and increase supply of 
goods, and thus prices will be stable und reform can proceed smoothly. 


LI 


The current reform of price management must resolve the following basic 


problems. 


First, we must use reform to make price-management work suited to the 
diversity of the economic structure. In the countryside, the "two households" 
and all kinds of integrated economic units are developing in a healthy 
fashion; rural and town collective enterprises and individual economies 

are flourishing and growing Like bamboo shoots after a spring rain; state 
enterprises are instituting economic responsibility systems; peasants are 
entering cities to engage in or run industrial, building, transport, com- 
mercial and service-trade operations; and thus a gratifying situation has 
occurred in which the state, the collective and the individual are rising 
together. Old price-managemerit practices have become shackles impeding 
production and circulation, ard enterprises naturally are demanding that the 
"Fetters be loosened."' Thus one of our tasks must be to adapt to the changes 








in *he system of ownership and liberalize price policy, enliven the economy 
and render vigorous support to the growth of the collective and indivicual 
economies. 


Second, we must use reform to make another step toward effecting the 
principle of supplementing the planned economy with the regulatory role of 
the market and establish a price-management system incorporating both cen- 
tralized, unified guidance and a certain amount of flexibility. We mst 
improve and make more strict our contro! of industrial and agricultural goods 
that are the lifeline of the state and crucial to the people's Livelihooc. 
But control of secondary goods should be liberalized so as to give full play 
to the regulatory role of the market. At present, as we focus on eradicating 
the effects of “leftism," we must resolve the problems of the Lack of under- 
standing of the market's role, insufficient Liberalization and too many goods 
subject to planned management. In the area of agricultural and sideline- 
industry products, we must grad.al'y reduce procurement quotas andthe number 
of goods subject to procurement and expand the scope of free purchase and 
Sales. For each type of fadustrial good. there is generally a portion of 
output that is included in planning and a portion that is not included or that 
is produced in excess of planned cguotas. Under the new situation, primary 
commodities should retain both portions: one that is subject to planned 
prices and one that is regulat: 'y the market. For the planned portion, we 
shall continue to use planned p..ces, but for the other portion we should be 
attentive to market trends, fully exploit all situations, preserve the 
principal and make small profits [0202 2609 1792 0448] and permit units to 
set their own selling prices. This approach will require good management of 
planned goods and liberalization with respect to nonplanned goods, firm 
control of primary goods and relaxation of control over secondary goods. 


Third, we must use reform to adapt to the great expansion in commodity 
production and to enliven commodity circulation. China is currently exper- 
iencing vast increases in commodity production. This development necessitates 
a continuous expansion in circulation, which at present remains sluggish and 
has created some difficulty in product sales. Thus we must reform the system 
and open the channels of circt tion, which work will also require reform of 
price-management practices that are unsuited to the new circumstances. We 
must jettison the old practice of setting prices according to administrative 
district and level; change the irrational situation in which there is a price 
for the nation as well as for each province and county; focus cn cities that 
have become economic centers and, in accordance with the objective require- 
ments ot the laws of commodity circulation, set price differentials by 
region, season and quality; effect rational purchases and sales; establish 
smill-lot price differentials; and thus enable goods to flow smoothly. 


In accordance with the above tasks, the current reform of the price- 
management system should include the following major aspects. 


1. Prices for products from the coliective (including the individual) 
economy should be liberalized. With the exception of raw materials and fuel 
products tha’ are included in the state plan and supplied at parity prices, 
the prices «. all other goods may be set by producer units. This move is 














conditioned by the fact that the collective economy practices independent 
accounting and requires full economic-unit responsibility ‘vr profits and 
losses. 


2. Prices for nonplanned goods produced by state enterprises should also be 
liberalized. With the exception of goods whose prices, in accordance with 
regulation, are manageJl by the state, the price of other products should be 
set by relevant departments or enterprises as circumstances warrant. 


3. Price management for planned goods should be perfected; the number of 
goods enjoying floatirg prices and the range of price flotation for those 
goods should, in accordance with changes in product quality and market 
conditions, be expanded; cities, counties and enterprises should be given a 
certain amount of flexibility and emergency authority; and the number and 
range of goods subject to centrally set prices should be appropriately. 
reduced. 


4. Protection of the priuacipal or assurance of marginal profits [0202 2609 
2057 1792 0448] through extraplan cooperation, exchange and assistance 
should be permitted. Various price differentials, including regional, 
quality-variety and seasonal differentials, should be implemented, and 
enterprises should be permitted to set prices by lot size so as to promote 
commodity circulation. 


5. Authority to manage prices should be transferred downward, administrative 
level by administrative level. Guangxi is preparing to relinquish the 
autonomous region's authority to approve and set prices and to permit the 
price departments of prefectures, cities and counties and enterprises to 
manage prices themselves. 


Once this reform is implemented, price irrationality will be reduced so 
that prices administration can meet the needs of economic development, con- 
from to practical reality and promote the expansion of production and 
circulation. 


12431 
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[LAN JLYUN ADDRESSES SEMINAR ON PRICE REFORM 
OW301L148 Beijing XINHUA in English 1132 GMT 30 Mar 85 


\Text} Beijing, 30 Mar (XINHUA)--Reform of the pricing svstem is a key issue 
on which hinges the success of China's economic restructuring, Vice-Premier 
fian Jiyun said here today. Addressing a seminar on reform sponsored by the 
Communist Party Central Committee, Tian said the reform was urgently needed 
to carry the economic restructuring to greater depth. 


Among over 300 participants were Leaders of the non-communist parties and 
individuals with no party affiliation. Many of them are attending the 
National People's Congress or the Chinese people's political consultative 
conference sessions. 


Also present were leaders of the CPC Central Committee, including Xi Zhongxun, 
Hu OLLi and Qiac Shi. 


On the necessity of the price reform, the vice-premier said that the current 
system was faulty because it resulted in unreasonable prices for many 
commodities. 


Consequently, he said, enterprises manufacturing expensive goods may make high 
profits no matter how poorly managed, while those producing cheap things could 
run at a loss no matter how well operated. This discouraged competition among 
different enterprises and reform of enterprises could not progress if the 
irrational pricing system remained unchanged, he said. 


the price reform would also enable pricing to Link production and social demand 
ind help the state make correct appropriations to enterprises producing goods 
in short supply and processing units making expensive items. 


China's open policy and increasing ties with foreign markets also called for 
the reform, the vice-premier said. The present system hindered the develop- 
ment of the country's foreign trade and contacts with rest of the world, he 
idded, 


Unreasonable price parities between different commodities, he said, also had an 
adverse effect on attempts by enterprises to improve their economic performance, 
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He cited China's raw and semi-finished materials and energy products as 
examples. Their prices are very Low but products made of them are expensive. 
This state of affairs was responsible for the reluctance of enterprises to seek 
technological advances, lower consumption, improve management and raise economic 
efficiency. 


Tian gave a detailed explanation of the reform program, highlighting the 
readjustment of prices of hogs and vegetables, which bore directly on the 
people's daily life. He said the government would raise the purchasing prices 
of hogs and selling prices of pork at an appropriate time this year and at 

the same time give certain subsidies to urban dwellers. 


He estimated the annual state subsidy in this regard at some 2 to 3 billion yuan. 
He said the purpose of this price readjustment was to encourage peasants to 

turn more grain into todder and boost pig-raising, thus ensuring a steady increase 
in the supply of pork. 


The vice-premier said the purpose of relaxing the price control for vegetables 
was to encourage production so as to ensure a better supply. de said that 
meticulous arrangements should be made for vegetables, which were indispensable 
to people's Life. Prices of vezetables must not be driven up abruptly, he 
stressed. 


He attributed the undue current popular concern to ignorance of the overall 
situation of the price reform and to indiscriminate price rises on a number of 
goods. 


Tian said the State Council would give the people a full account of the 
principles and measures of ~he price reform, and at the same time resolutely 


check price hikes. He also spoke on wage reform. 


Minister of Education He Vongchang explained reform of the educational structure 
at the seminar. 
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GUANGDONG SYMPOSIUM DISCUSSES PRICE REFORM 
Beijing JINGJIXUE ZHOUBAO [ECONOMICS WEEKLY] in Chinese 24 Dec 84 p 4 


[Article by Lan Guiliang [5663 2710 5328]: "Guangdong Price Society Holds 
Symposium To Discuss How To Carry Out Price Reform"] 


[Text] The "Decision" to implement reform of the economis: 
system stated, "Reform of the price system is key to the 
success or failure of the reform of the entire economic 
system." To effect the provisions in the "Decision" relating 
to price reform and to properly reform the price system, the 
Guangdong Price Society convened a symposium 19-21 December. 
The following is a summary of some of the issues discussed 

at the symposium. 


1. Discussion relating to the guiding ideology of the reform. Participating 
comrades stated that conscious adherence to and application of the law of 
value, the establishment of a rational price system and the important 
position now accorded to price-system reform constitute an important shift 

in the guiding ideology of price work. To promote price-system reform better, 
we must clarify the following five points in our guiding ideology. First, we 
must clearly stipulate that the fundamental task of socialism is to deve'op 
social productive forces and that all reform must proceed from this task. 
Second, we must place great emphasis on the central task of enhancing enter- 
prise vitality and establish a price-management system that has both principle 
and flexibilicy so as to invigorate enterprises. Third, we must effect the 
policy of enriching all of the people. Fourth, the reform must promote 
socialist competition. Fifth, we must use the commodity economy and the Law 
of value as our bases, allow the law ot value to take its full effect and 
avoid treating the commodity and planned economies as antagonistic. 


2. Discussion relating to the focus of the reform. Everyone expressed the 
belief that price reform has two aspects. The first is the price system, 
which refers to the pric. relationships that arise among and within all 
sectors of the national economy, the commodity price differentials that emerge 
during circulation and the interrelationships among the various forms of 
prices. The second aspect is price management, which refers to the authority 
to manage prices, the various forms of price management, the Laws and 


89 








regulations governing price management and the control of price levels. Of 
these two aspects, reform of the price system should be the focus of price 
reform. 


Urban enterprises play primary roles in industrial production, construction 
and circulation and in developing socialist productive forces and advancing 
economic technology. Urban enterprises engage primarily in industry, con- 
struction, communications and transport, commerce and service trades. Urban 
price reform must focus on these enterprises’ use of price levers, fully 
mobilize enterprise enthusiasm and initiative and promote e:terprise vitality. 


3. Discussion relating to the principles of prices. Participants expressed 
the belief that the principles of pricing occupy an important position in the 
reform of the price system. Commodity pricing must reflect both product value 
and the relationship between supply and demand. In the past, our commodity 
pricing was irrational, with prices being set either much too high or much too 
low. In addition, prices did not reflect relationships between supply and 
demand, so when commodity supply exceeded demand, prices did not decline, and 
when demand exceeded supply, prices did not increase. In the future, we must 
readjust irrational prices according to the exchange of equal value and to 
changes in supply and demand so that prices are more flexible, reflect changes 
in social labor productivity and in market supply and demand and meet the 
needs of economic development. 


4. Discussion concerning the need correctly to understand and handle four 
relationships. 


the relationship between stability and reform. Participating comrades 
expressed the beliefs that price stability does not imply price freezes but 
is relative, that we must transcend old conventions and plant our feet firmly 
in reform but that price-system reform must emphasize the development of 
social labor forces and the assurance that the actual income of the broad 
masses or urban and rural residents do not decline as a result of price reform. 


The relationship between control and flexibility. Control is effected in 
order to insure flexibility, not for the sake of control itself or to increase 
rigidity. The price reform is designed primarily to enliven enterprises and 
invigorate the economy. Control and flexibility promote and do not hamper 
each other. 


The relationship between centralized control and guidance. Some important 
commodities that affect the national economy and the people's Livelihood 
should be "centralized," but for most commodities, "guidance" should be our 
watchword, which means that we should effect planiued guidance by the state 
and, more importantly, use market information to provide guidance and 
direction so as to promote development of the commodity economy. 


12421 
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GUANGZHOU VICE MAYOR DISCUSSES SUCCESS OF PRICE REFORM 
OW030600 Beijing XINHUA in English 0247 GMT 3 Apr 85 


[Text] Beijing, 3 Apr (XINHUA)--Price reforms in Guangzhou show the correctness 
of the state policy combining relaxed controls with readjustments for progress 
by measured steps, according to Vice-Mayor Deng Hanguang. 


He made this remark at a panel discussion on Premier Zhao Ziyang's report on 
government work delivered during the current National People's Congress session. 


Control over other farm and sideline products was relaxed in Guangzhou, follow- 
ing such measures on the prices of fish, egg, chicken, duck, and goose in 1980, 
the vice-mayur said. 


"We have seen to it that the supply of the means of production as well as the 
grain ration of the peasants is guaranteed," he said. 


"Meanwhile we have provided them with good service in circulation and up-to-date 
information," he added. 


Control over prices of some commodities was eased by subjecting them to market 
regulation gradually. 


Fresh fish cost was as high as 7 yuan per kg, In 1980 when control was first 
relaxed. Now it had dropped to 3 yuan per kg., he said. 


Rigid price control had previously dampened the enthusiasm of the fishermen. A 
lot of fish ponds were filled in to sreate farmland before 1980, he said. 


New fish ponds were dug andmore fish were raised as control was relaxed, so the 
price gradually came down. 


Average annual per capita consumption of fresh fish is expected to reach 

17.5 kg. for the whole country by the turn of the century according to state 
plan. But Guangzhou residents now in fact consume an average of 35 kg. of fish 
annually. 


Good-quality vegetables are coming to the market in greater quantity and variety. 
And vegetables from outside Guangzhou pour inio the market, accounting for one- 
third of the supply. 
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Even during the long one-and-a-half months rainy season last year the market 
offered 20 to 30 varieties of fresh vegetables, the vice-mayor said. 


Prices had risen by 20 to 50 percent, but the people were satisfied because 
the vegetables were of such good quality that they no longer had to discard 
as much as half of what they bought which was spoiled, he explained. 


The price of eggs had dropped to 3 yuan per kg. from more than 4 yuan in 1980, 
he said. 


Generally speaking, price would gradually drift downward instead of rising, 
Deng said. 


In short, he said, price reform would stimulate production and enliven the 
market. 


CSO: 4020/168 
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NEW MANAGEMENT REGULATLONS SEEN AS BOOST TO INSURANCE FIELD 
HKO30415 Beijing CHINA DAILY in English 3 Apr 85 p 2 
[Article by staff reporter Huo Zhenyi] 


[Text] The monopoly of the people's Insurance Company of China over the 
nation's insurance business has been broken. 


According to State Council's Provisional Regulations on Management of Insurance 
Businesses, which took effect yesterday, any Chinese organization with adequate 
capital reserve is now allowed to register as an insurance company. 


The new regulations will give China's insurance industry a vital shot in the 
arm, predicted Yang Gonglin, a division chief of the People's Bank of China. 


Any company intending to sell Life insurance must show cash reserves of at least 
20 million yuan, according to the regulation. Those intending to issue policies 
other than Life insurance must show reserves of no less than 30 million yuan. 
Companies writing both kinds of business must show reserves of at least 

50 million yuan. 


New companies must register with the People's Bank of China for approval, the 
regulations stipulate. 


Many business areas are considering going into insurance, Yang said, but he 
doubts the proliferation will reach Western proportions. Individuals will not 
be allowed to sell insurance, Yang said. However, rural residents may pool 
funds to establis insurance cooperatives, he said. 


At present, foreign companies may engage in the insurance business only in the 
; Shenzhen Special Economic Zone in Guangdong Province. Overseas involvement 

in China's insurance business usually takes the form of reinsurance for Chinese 

properties, Yang said. 


The People's Insurance Company of China will remain the Largest insurance firm 
in the country and will play an essential role in business both at home and 
abroad. The company will reinsure 30 percent of the premiums taken out by local 
companies. Overseas business will continue to be the exclusive domain of the 


company. 


Qin Daofu, president of the People's Insurance Company of China, said he welcomes 
the new regulations and believes they will promote China's insurance industry. 
Qin said competition will be healthy for the industry. He pledged his company's 
cooperation in assisting new insurance companies develop. 


CSO: 4020/168 
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BANK PRESIDENT INTERVIEWED ON RURAL LOANS 
OW020526 Beijing XINHUA Domestic Service in Chinese 0806 GMT 26 Mar 85 
{Report by XINHUA reporter Jiao Ran] 


[Text] Beijing, 26 Mar (XINHUA)--Following are questions and answers in this 
reporter's recent interview with the president of the Agricultural Bank of China 
Han Lei concerning implementation of the guidelines of the central authorities’ 
No 1 Document by carrying out a more flexible banking policy in rural areas, and 
raising the efficiency of the circulation of funds: 


Question: What is the agricultural bank's primary task in implementing the 
guidelines of the central authorities’ Neo 1 Document this year? 


Answer: The formulation and publication of the central authorities’ No 1 
Document indicates that China's rural reform has entered a new stage, and that 
there will be vigorous development in the rural commodity economy, and more 
pressing needs for credit loans. As the main channel for gathering funds in 
rural areas, the agricultural bank should firmly implement the guidelines of 
the central authorities’ No 1 Document, and enliven rural banking work in order 
to accelerate the process of modernizing the rural economy through promoting 
specialized commodity production. The central authorities’ No 1 Document points 
out: In 1985, it is necessary to energetically restructure industrial setups 
in rural areas. This will involve realignment of various production factors, 
requiring a certain amount of funds to "glue together" various factors and form 
them into real productive forces. The main task confronting the agricultural 
bank is how to make rural banking work better to serve the development of the 
commodity economy and the reform of industrial setups in rural areas. 


Question: It is said that the state will appropriately reduce the scale of 
credit loans. What are the agricultural bank's specific measures in this regard? 


Answer: Due to the rapid development of rural commodity economy over the past 

2 years, there has been an acute shortuge in the supply of funds for credit loans 
in rural areas. After publication of the No 1 Document, the scope of rural 
banking work and the number of customers it serves will increase, along with 

the restructuring of rural industrial setups and the reform of unified purchase 
of farm produce. Therefore, the shortage of funds for credit loans will be 
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further aggravated this year. In view of a certain imbalance in the country's 
credit loans, which is caused by a sudden increase in rural Loans over the 
past 2 years, and of the current situation in market currency circuiation, 
which requires restraint in putting money in circulation, we must properly 
handle the relationship between individual and overall interests, and between 
the microeconomy and macroeconomy. Under such circumstances, the slogan of 
the agricultural bank is to seek more funds through strengthening the manage- 
ment of credit lcans and speeding up the circulation of loans! 


In strengthening the management of credit loans, it is necessary to, primarily, 
adhere to the principle of requiring a loan applicant to prepare a certain 

ratio of self-raised funds. We deem it very necessary to currently reiterate 
this principle. A specialized householder applying for a loan must have his 

own funds equivalent to 30 to 50 percent of the loan; an applicant for an 
equipment loan for a village or township enterprise must have self-raised funds 
equivalent to more than 50 percent of the loan; and an application for a circu- 
lating Loan should have funds at its disposal equivalent to 30 to 50 percent 

of the loan. We deem it necessary to have a certain amount of self-raised 

funds in order to enhance the loan applicant's sense of responsibility for 
management, encourage steady operations of eaterprises, and ensure the security 
of credit loans. Since our funds for credit loans are limited, they must be 
used in a more effective way to support more projects instead of just satisfying 
the needs of a small number of enterprises or major specialized households. Risk 
in Loans is an issue in the commodity economy that we must face seriously. 


Speeding the circulation of funds is the main thrust of the agricultural bank's 
work in 1985. Total loans by the agricultural bank have reached more than 

LOO billion yuan. We shall try to solve the shortage of funds by doing our best 
to make effective use of the loans extended by the bank. In order to speed the 
circulation of credit Loans, the agricultural bank will institute a comprehensive 
system of reinforcing repayment of loans, and a responsibility system for managing 
funds for credit loans this year, in order to tap the potential of existing funds, 
by collecting due or overdue loans. A locality which has increased deposits, 

or has collected more due or overdue loans, may extend more loans to support 
development of the rural economy. 


In order tc accelerate the circulation of funds, banks and credit cooperatives 
in all Localities and at all levels, as well as fraternal banks, are allowed 

to regulate tunds among themselves this year. This will alleviate the contradic- 
tion between the supply and demand of funds at different times and between the 
surplus and the deficiency of funds in different places. Besides, the agricul- 
tural bank will also use the powerful lever of floating interest rates to serve 
the commodity production in rural areas. Especially in view of the tense 
situation of funds for credit loans, under which Low interest rates could waste 
funds, an appropriate increase of interest rates can save funds for credit loans 
and prompt enterprises to pay keen attention to accounting, improve the 
management, and use more funds of their own first and fewer funds of the bank 
later. In this way, we can use the Limited funds for credit loans for solving 
more problems while strengthening the ideas about interest rates and fund 
circulation among enterprises. 
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Question: What are the emphases of the agricultural bank's credit Loans 
this year? 


Answer: In firmly implementing the guidelines of the central authorities' No l 
Document, we shall place the emphases of rural banking work on serving the 
restructuring of industrial setups in rural areas, and on strengthening manage- 
ment of credit loans, in order to bring into full play the role of credit Loans 
as the "catalysis" in promoting coordinated development of the rural economy. 
Credit loans will be used selectiveiy in easing the shortage of funds for rural 
loans. The emphases of the bank's loans this year will be on developing the 
processing industry and transportation business of farm and animal products, 
tertiary industry and undertakings combining agriculture, industry, and commerce, 
and in supporting the invigoration of circulation links. This year, the 
agricultural bank will increase the amount of loans for animal husbandry, forestry, 
and fishery, with the focus on fine quality agricultural, forestry, Livestock, 
fishery, and sideline products. For this purpose, in issuing credit Loans, 

the bank will give priority to projects converting land not suitable for growing 
grain crops to forestry, Livestock, or fishery production by increasing the ratio 
vf credit loans for forestry, animal husbandry, and fishery in areas suitable 

for forestry, livestock, and fishery, especially fresh-water fish breeding, 
production. Priority and preferential treatment will be given to areas changing 
from growing cotton to growing grain or other cash crops and to grain-processing 
or Livestock undertakings in grain-producing areas. This year, the agricultural 
bank plans to issue discount credit loans necessary for processing grain or 
changing the growing of cotton in areas producing high-yield grain crops or 
concentrated with cotton crops. At present, the priority of loans for develop- 
ment projects will also be given to forestry, animal husbandry, and fishery 
projects. 


In accordance with the guidelines of the central authorities’ No 1 Document, 
the agricultural bank's Loans for village and township enterprises this year 
will be extended primarily to food processing, feed, building materials, and 
small-energy industries and mining run by peasants. The bank will support 
enterprises’ technical transformation and remodeling, and help them introduce 
advanced technology from economically developed areas in the country or from 
abroad, in order to raise product quality and their ability to compete with 
other products. 


CsO: 4006/509 
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REGIONAL BANK MANAGERS DECIDE TO TIGHTEN CREDIT 
OW131308 Beijing XINHUA in English 1301 GMT 13 Mar 85 


[Text] Beijing, 13 Mar (XINHUA)--Lame duck businesses will get little or no 
credit this year, said the Industrial and Commercial Bank of China's regional 
managers’ conference here today. This means those with poor management, long- 
term losses or unmarketable products, 


The bank is tightening credit to streamline the economic reforms now spreading 
from rural to urban areas. It will concentrate on absorbing deposits, recover- 
ing loans and lending money to those whose products are needed by the people. 


Priority will be given to supporting production of high-quality marketable light 
industrial products and textiles, medium- and high-grade consumer durables 
and profitable exports. 


It will also support scientific research of new products. 


No money will be lent to enterprises run by government organizations and whole- 
salers of productive resources and short-supply consumer durables. 


Funds tied up in finished products and liquidation funds will be carefully 
analyzed, and balance sheets ciosely scrutinized to prevent false financial 
reports and the use of bank loans for consumption. Prospective borrowers must 
have sufficient funds of their own. 


Special-purpose funds must be strictly segregated from production funds. 


A socialist monetary system is being set up centered on the People's Bank 
of China and the specialized banks, an official said, condemning the recent 
trend of inadequately secured open-ended loans and the competitive slashing 
of interest rates to attract borrowers. 


It was vital, he said, to keep the amount of money in circulation within the 
bounds of the actual needs of the economy and to use it more effectively so 
as to stabilize market prices, maintaii living standards of the people and 
successfully reform the economy. 


CSO: 4020/168 
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HOUSING PROBLEMS, SOLUTIONS DISCUSSEL 


Beijing JIAGE LILUN YU SHIJIAN [PRICE THEORY AND PRACTICE] in Chinese No 6, 
20 Nov 84 pp 19-2] 


[Article by Zhang Jisheng [1728 4949 0581]: "My Ideas Concerning Housing 
Rent and the Urban Housing Problem") 


[Text] The urban housing shortage is by no means due entirely to a lack of 
supply, because the latter is only a relative issue that is connected to 
demand, which is dependent on ability to pay. Since China has implemented 

a low-rent policy, virtually every family has the ability to pay and hopes 

to obtain more living space and better housing quality. Thus no matter how 
any times housing supply increases, there will never be enough to go around. 
Every year, the state provides a huge amount of subsidies; the more housing 
space people obtain, the greater the subsidy they enjoy; and some people 

take advantage of special privilege and employ unethical methods, which leads 
to serious inequality in housing distribution. The urban housing shortage is 
due to the above reasons. In the future, urban residents’ ability to pay 
will rise more rapidly, and this inevitably will make the housing problem 
increasingly urgent. China's per-capita urban housing space is not very 
great, yet urban development continues, natural demographic growth is 
accelerating and the number of households is increasing due to smaller family 
size. And with limited financial resources, the state cannot increase 
investment in housing construction very rapidly. Thus the pace of housing 
construction will fall far short of rising consumer demand. In the past few 
years, much urban housing space has been completed, yet the shortage in some 
cities has not been alleviated but rather has intensified. We should con- 
sider radical changes in the current housing-distribution policy, or else 

the housing shortage will persist for a long time. 


Relevant state departments have recently formulated regulations governing 
housing psace and have experimented with a program of increased rents for 
housing-space allotments exceeding ccrtain standards. This latter approach, 
however, is bound to encounter many problems that will be difficult to 
resolve. 


1. The standards that have been set have very flexible limits, and people 
will do anything to obtain the upper limits of housing space. 
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2. People's standing vis-a-vis the standards is a temporary thing and very 
difficult to determine. For example, it is both necessary and reasonable to 
set different standards for cadres of different levels. Yet the comprehen- 
sive reform of the cadre system creates constant change in cadre rankings, 
and when a cadre is promoted, his housing space will immediately fall short 
of the standards, whereas demoted or dismissed cadres will have more space 
than is permitted. Such cases will be difficult to handle properly without 
a ready supply of housing with which to carry out readjustments. In 
addition, family sizes also frequently change due to births, deaths, and 
marriages and thus are dif*icult to adjust for. If we attempt strict imple- 
mentation of this rent-increase program, housing rents will fluctuate 
incessantly, but if we permit flexibility, the standards will lose their 
significance. 


3. There are some people who for the moment really do not need housing yet 
who may still want housing and will take advantage of every opportunity to 
obtain an allotment thereof. When such allotments occur, it is very difficult 
to determine whether or not they are reasonable or are in compliance with 
standards. For example, youth who are engaged to get married might live 
apart in their own single dwellings. The cost of such an arrangement is by 
no means burdensome for the renter, yet the practice does lower the 
utilization rate of housing. 


4. Because the low-rent policy is still applied to housing space falling 
within standard limits, there is little variation in rent between housing 
of different quality, and thus people will try anything to obtain the best 
housing. 


5. Some units provide relatively commodious housing, so if the standards 
are strictly applied, some housing might be abandoned and left vacant even 
as many residents are still denied access to the very minimum standards of 
housing. And some families whose housing space exceeds the standards may 
have to close off a section of their residence as they await a new housing 
assignment, should an immediate exchange not be obtainable. This type of 
problem has already occurred. 


6. The program discourages people from building or buying their own homes. 
When a person decides to own his own home, he in effect voluntarily gives up 
a considerable subsidy provided by the state for public housing each year. 
Thus though the vast majority of most families cannot afford to build or buy 
their own homes, for those who can afford private-home ownership, the cost 
thereof is far greater than that for public housing and thus is just not 
worth it. 


There are many more problems, which I shall not attempt fully to enumerate. 
Yet it is obvious that the rent-increase program is merely an expedient and 
can never get at the root of the housing problem. 


In recent years, some cities have experimented with subsidized housing sales, 
in which the state or enterprises underwrite two-thirds of the sales cost 

and the purchaser pays the other third and thus receives title to a dwelling. 
Though superficially seeming to be a little better than the allotment system, 
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this program does not merit adoption. For state and enterprise burdens 
remain too heavy under this approach, and purchasers, most of whom have 
enjoyed public housing that is virtualiy cost-free, will find their one-third 
sales-cost shares too onerous as well. More importantly, the after effects 
the program produces will make further reform more difficult in the future. 
Once income levels have generally risen, more and more people are bound to 
want to buy dwellings. By that time, this subsidy definitely will be hard 
to maintain, and rents might gradually reach their true values. No matter 
which of these events might happen, the people who bought housing under this 
program will have gained a tremendous bargain. In addition, purchasers who 
choose to sell their dwellings after a few years might stand to earn a 
profit, or some purchasers might leave their original enterprise for one 
reason or another and thus create the problem of whether or not the enter- 
prise can recover the share of the housing purchase cost it underwrote. 


There is a method that proceeds from the present allciment system, that takes 
into account the commercialization of housing in future reform and that can 
easily and immediately be implemented, eliminate the housing shortage and 
provide a permanent solution to the problen. 


Suppose a housing department in a given city were to calculate ail such costs 
as those for construction, land procurement, demolition and removal, main- 
tenance and administration for the housing that department manages and 
operates, compute the profits these moneys would have earned at the average 
fund profit rate and then set an average monthly rent of 2 yuan (in general, 
this would be the approximate figure) per square meter throughout the use life 
of that housing. Next suppose that per-capita living space in that city 
averages 5 square meters and that the housing department uses the above two 
figures to sei an average monthly rate at which all residents (including 
private homeowners) would be subsidized, 10 yuan per person. Finally, suppose 
that the department uses the average monthly rent standard of 2 yuan per 
square meter to formulate a schedule of rents (say, from 1 to 3 yuan) based 

on the quality, access to transportation and environments of that housing; 
begins collecting rents at these rates; provides various extra subsidies for 
people needing special consideration, such as leading cadres and intellectuals; 
and adjusts all of these collections and allotments in accordance with changes 
in residents’ jobs and work. This approach would resolve the entire problem, 
change “hidden subsidies" into “open subsidies," recover through rent ail 

cash payments for subsidies and in essence would transform housing into a 
commodity. 


Adoption of this program would certainly induce all families consciously to 
limit their living spaces to the lowest levels possible, eliminate the 
housing-shortage problem and perhaps even create a little surplus, from which 
allotment adjustments could be made. Because rent payments would form a ‘arge 
proportion of total family expenses, powerful people would no longer us* their 
authority improperly to obtain more housing space, and people who do not need 
housing immediately would not be tempted to obtain it in advance. Low-income 
families or households needing to save up money for other purposes would 
accept without complaint smaller and poorer housing, because such families 
could thus avoid substantial expenditure. Meanwhile, those families enjoying 
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higher incomes or having special requirements could live in larger and 


better housing but would have to pay considerably more therefore, and thus 
the masses would no longer object to such privilege. And, naturally, the 
additional subsidies provided by regulation to leading comrades and the like 
would be strictly limited to those individuals and would not extend to other 
family members or to friends and acquaintances. 


One prerequisite for the adoption of this approach is that all housing, 
except for private homes, be fully socialized. This, however, should by no 
means be hard to accomplish. Naturally, there would be no problem with the 
dwellings belonging to housing departments, and all those owned by enter- 
prises could be appraised and bought up by the departments, which would then 
use rent receipts to pay off the purchase costs in installments. For the 
housing of some work units (such as party end government agencies) in which 
outsider residence is inappropriate, residence rights would be limited to 
people employed by the respective unit, but ownership would revert to the 
housing department, which would assume responsibility for upkeep and rent 
collection. 


It would be toc much trouble and indeed :mpossible to achieve absolute 
equality in housing subsidy. Ir principle, we should link subsidies to 

the working population, that is, -e should grant an equal subsidy, based on 
the number of dependents, to all employed and retired workers and provide 
appropriate consideration to perscas living under special circumstar-es, such 
as old people who lack incomes and disabled persons, all of whom sould 
receive an equal subsidy based on population size. The shortcomings of this 
approach is that families having a lerger mimber of dependents would receive 
a smaller subsidy per person, but this would also serve to promote family 
planning. Subsidies could be distributed by employees’ work units, profit- 
making units could make appropriate deductions for employee subsidies from 
taxable profits and non-profit agencies such as party, government and 
educational units could receive increased allocations from the state or from 
supervising departments. China still faces financial difficulty, and thus 
once the 10-plus billion yuan the state annually invests in housing construc- 
tion is converted to subsidy payments, the deficit caused by reduced profit- 
tax receirts and increasec allocations can temporarily be covered by 
remittance of some rents collected by housing departments. As residents’ 
income levels gradually increase, housing subsidies can progressively be 
reduced and even abolished, or during reform of the wage system, subsidies 
can be incorporated at fixed rates into wages. 


Implementation of such a reform will also produce many other advantages, the 
primary of which include the following. (1) The reform can mobilize 
enthusiasm for purchasing or building private homes, housing departments can 
use the receipts gained from housing sales or rents to build new units and 
thus housing construction is bound to accelerate greatly. (2) Since there 
will be room for allotment readjustment, residents will be able to rent 
housing near th-ir work places, which will make things more convenient for 
the masses and reduce pressure on transportation. (3) The reform will make 
the housing system more adaptable to changes in consumer demand resulting 
from economic development. In the future, there will be greater variation 
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in urban-family incomes, and those people who get richer faster will increase 
their demand for housing facilities such as bathrooms and garages. Work unit 
building their own housing will not be able to provide sufficient variety 
to meet different needs, and besides, high-quality housing built under the 
current allotment policy often opens the door for manipulation of special 
privilege and for unethical practices. if we have housing depar*ments under- 
take all housing construction, however, the situation will be entirely 
different. We can plan high-standard housing construction according to 
kigh-income family population and graduaily eliminate existing housing. But 
there generally should be no difficulty in making full use of the latter, 
because low-income families will continue to exist for a long time. 


12431 
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BRIEFS 


PRIVATE PROPERTY INSURANCE--The business to offer household assets insurance 
to the people in urban and rural areas has seen fairly fast development in 
China in recent years. By the end of January this year, over 13 million 
households had taken out such insurance policies, and the total insurance 
reached 24 billion yuan. Both represented an increase of more than 2 times 
from the same period of last year. [Text] [Beijing Domestic Service in Mandarin 
1200 GMT 26 Mar 85 OW] 


JILIN ECONOMIC WASTE--As of the end of January this year, the Jilin Provincial 
Commission on Foreign Economic Relations and Trade has exposed 25 cases of 
losses caused by waste, totaling 11.6 million yuan. Twenty three of then, 

which total more than li million yuan, have been dealt with. [Excerpts [Changchun 
JILIN RIBAO in Chinese 21 Mar 85 p 1 SK] 


JILIN TAX REVENUE INCREASE--Since 1978, the taxation departments at all levels 
throughout Jilin Province have made marked progress in increasing tax revenues. 
In 1984, they scored a 5l-percent increase over the 1978 figure and also 
increased the tax revenue proportion in the provincial annual financial income 
from 52.3 percent in 1978 to the 94.2 percent in 1984. [Excerpts] [Changchun 
JILIN RIBAO in Chinese 19 Mar 85 p 2 SK] 


CSO: 4006/509 
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MINERAL RESOURCES 


BRIEFS 


HEILONGJIANG GRAPHITE DEPOSIT--Harbin, 27 Mar (XINHUA)--China's largest 
graphite deposit, with reserves estimated at 615 million tons, has been dis- 
covered in Luobei County, eastern Heilongjiang Province. The deposit consists 
of 10 beds, each about 1,700 meters long, 350 meters thick and 50 meters wide. 
The carbon content averages 12 percent. The area has easy access to roads 

and water and electricity supplies. A local official said the local government 
has decided to invite foreign tenders in the developwent of the resources. 
[Text] [Beijing XINHUA in English 0716 GMT 27 Mar 85] 


LIAONING COPPER MINE DEPOSIT--A copper mine in Fushun, Liaoning Province, 
discovered new deposit. The relevant departments verified at the end of 

1984 that the total mineral reserves are 1.6 million tons, of which 31,000 tons 
are metalliferous copper, 62,000 tons are zinc, and 420,000 tons are sulphur. 
Of this, only 760,000 tons have industrial value. The total value of these 
workable reserves is estimated to be 220 million yuan. [Summary] [Shenyang 
Liaoning Provincial Service in Mandarin 1030 GMT 31 Mar 85 SK] 


NEI MONGGOL NATURAL SODA OUTPUT--Ih Ju League, Nei Monggol Autonomous Region, 
has scored a steady increase in its natural soda production. According to 
statistics compiled by the department concerned, since the beginning of 1985 
the league has turned out 358,000 tons of natural soda, a 123,000-ton increase 
over the total output scored in 1984, [Excerpt] [Hohhot Nei Monggol Regional 
Service in Mandarin 1100 GMT 19 Mar 85] 


CSP: 4006/488-F 
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GUANGXI HOLDS MEETING ON DEVELOPING LIGHT INDUSTRY 
HKO20500 Nanning Guangxi Regional Service in Mandarin 1130 GMT 1 Apr 85 


[Excerpts] The region's light industry will be greatly developed this year. 
Its gross output value will be increased by 10 percent over 1984, while its 
total amount of profits and taxes will be increased by more than 5 percent. 
Some kinds of major products, including paper, cardboard, watches, bicycles, 
refrigerators, washing machines, electric fans, garments, leather shoes, 
plastics, canned food, candies, wines, beer, batteries, synthetic detergent, 
and furniture should achieve and overfulfill the assigned targets, thereby 
meeting the demand of domestic and overseas markets. These are plans disclosed 
at the regional meeting for directors of light industry bureaus at the prefec- 
tural and city levels, which was held from 26 to 30 March. 


In order to accomplish these plans, (Wang Qingren), director of the regional 
light industry department, proposed suggestions in six areas: 


1. Focusing on strengthening the vitality of enterprises, we should greatly 
promote reform of the light industry. 


2. We should closely integrate the transformation of old enterprises with 
importing advanced equipment and advanced technology from overseas. 


3. We should actively develop new and popular products, as well as more products 
of good quality. 


4. We should emphatically solve the problem of having insufficient raw materials. 


5. We should break the barriers of different departments, areas, and trades 
but develop crosswise economic links. 


6. We should improve our work style and strengthen our leadership. All light 


industry departments should settle the new problems occurring in the new 
situation. They should grasp well the reforms and invigorate the economy. 


CSO: 4006/510 
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INDUSTRY 


ARTS, CRAFTS INDUSTRY INCREASES OUTPUT VALUE 
OW301012 Beijing XINHUA in English 0650 GMT 30 Mar 85 


[Text] Beijing, 30 Mar (XINHUA)--The output value of China's arts and crafts 
industry this year will be 10 percent higher than last year's 5.85 billion 
yuan, today's ECONOMIC DAILY predicted. Production rose 9.6 percent in 1984, 
indicating that the industry has recovered from a recession which has plagued 
it for several years. 


The newspaper said two main factors in the recovery were the continuing 
economic reforms and technical improvements. Both the home and export markets 
were growing. It said the initiative-based responsibility system had been 
instituted in all factories, and this has helped to boost productivity. 


Many factories have become more efficient in order to respond quickly to changes 
in market demand. 


The government spent $US7.5 million last year improving existing factories and 
importing new technology. One of the results was that 19 toy factories developed 
167 new products by importing 110 sets of equipment, the paper said. 


Popular products included artistic table lamp from Zhejiang Province, embroidered 


fashionwear from Shanghai, polyester curtains from Shandong, and plastic 
flowers, shell-carvings and toys from other areas. 


CsO: 4020/171 


106 








JPES-CKA-85-038 
18 April 1985 


INDUSTRY 





BAOSHAN STEEL COMPLEX SLATED TO BEGIN PRODUCTION IN SEPTEMBER 
HKO30407 Beijing CHINA DAILY in English 3 Apr 85 p 1 
[Article by staff reporter Zhu Ling] 


[Text] Construction and equipment testing at China's biggest and most modern 
iron and steel works have been moving full steam ahead, and the Ministry of 
Metallurgical Industry says production will begin on schedule in September. 


The Baoshan Iron and Steel Complex near Shanghai is expected to produce 
300,000 tons of steel this year. Capacity will increase to 3 million tons a 
year once the first phase of the complex is fully operational in 1988. 


The giant new complex goes into production at a time when China is suffering 
critical shortages of certain steel products, especially rolled steel, said 
Lian Shuzhen, deputy chief of the Baoshan Project Office of the Ministry of 
Metallurgical Industry. 


But the industry still cannot meet the demands of the fast developing national 
economy, and more than 7 tc 8 million tons of rolled steel have been imported 
each year since 1978. "The demand is much bigger this year," Lian told 
CHINA DAILY in an interview. 


The Baoshan steel project is in two phases; first phase construction began in 
December 1978. 


Completion of the second phase, expected in 1990, will boost the complex's 
annual capacity to 6.7 million tons of steel, 6.5 million tons of iron and 
4.22 million tons of rolled steel. 


At the moment, a workforce of 600,000 Chinese, plus about 300 Japanese technicians, 
are working round the block to ensure that the first molten iron can be turned 
out in September. 


Last month, 228 specialists, led by two vice-ministers of metallurgical industry, 
made a 10-day inspection of the complex's preparations for the September launch, 
Lian Shuzhen said. 


Lian, 57, said that 200,000 tons of iron ore, shipped in from Brazil and Australia 
in January, had been placed in store and che blast furnace and two converters had 
proved successful in the combined trial operation. The coke oven will start 
turning out coke on 26 May, he said. 
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The 11.7-square-kilometer complex will absorb a tctal of 20.8 billion yuan in 
investment, the biggest amount for any single project in the People's Republic. 
The total investment for the first phase of the project has amounted to 

12.877 billion yuan, Lian said. 


Production technology and most of the equipment for the complex's first phase 
were imported from Japan and Federal Germany at a cost of $2.5 billion. The 
whole Baoshan Project will import $4.5 billion worth of equipment, also the 
largest-scale import in China. 


The new equipment and technology are distributed throughout the production 
assembly line from raw material input and iron smelting to steel rolling and 
coking. The system meets world standards of the late 1970's, the deputy chief 
said. 


"Construction of the complex is of great importance to the overall improvement 
of technical competence in the country's iron and steel industry," Lian said. 
"Most of the industry's mills are, from a technical viewpoint, still in the 
1950's and weed updating.” 


The Chinese steel industry has strong potential for growth, according to 

Li Dongye, minister of metallurgical industry. Nationwide, there are 13 iron 
and steel works with an annual steel output of more than 1 million tons; 22 works 
with an annual output of more than 200,000 tons; and more than 500 small iron 
and steel plants. 


"In the next 5 years, efforts to develop the steel industry are centered on 
technical updating, aimed at boosting the nation's total steel production 
capacity of 55 million tons a year by 1990 at lower energy cost," the minister 
said. 


In its production, the Baoshan complex will use China-made fuel and other 
auxiliary raw materials. But the iron ore will be imported from India, Brazil 
and Australia, Lian said. 


It is estimated that the overall energy used in producing every ton of steel at 
the complex will be one-third less than that of the best enterprises currently 


operating in the country. 


The Baoshan complex, which enjoys convenient water transport via the Yangtze 
River Estuary, has 25,200 employees. More than 900 of them have received 
training in Japan or Federal Germany, said Lian. 


cso: 4020/171 
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INDUSTRY 


IMPORTANCE OF DEVELOPING FOOD PROCESSING INDUSTRY STRESSED 
HK190715 Beijing CHINA DAILY in English 19 Mar 85 p 4 


[Text] The importance of developing the food processing industry is being 
stressed by all levels of government. A signed article in the magazine 
ECONOMIC THEORY AND MANAGEMENT looked at the progress and problems of the 
food processing industry over the past 30 years, and suggested how it should 
be developed in the future. The main points of the article are as follows: 


Although modern food processing began in China at the beginning of the century, 
by Liberation in 1949 it had made little progress, because of poor technique 
and management. 


Great changes have taken place since then. Before 1949, there were only rice 
mills, flour wills, vegetable oil presses and slaughter houses, and most 
agricultural products were processed by hand using traditional methods. 


Since Liberation, however, existing industries have been developed and many 
new ones have been set up. The total output value of the industry was more 
than nine times bigger in 1982 than in 1952, 75.55 billion yuan in 1982 against 
8.28 billion in 1952, or a real increase of 6.2 times if price rise is taken 
into consideration. 


Processing techniques have also been raised. Many foods that were hand processed 
before 1949 are now processed by machines. 


Much progress has been made in comprehensive usage, and now, for example, chaff 
oil, fatty acid and chaff wax are extracted from rice, and aromatic oil and 
fruit latex from oranges and tangerines. 


China now makes a considerable amount of its own food processing machinery. 
About 1,000 factories can produce this type of machinery. But before 1949, all 
China's food processing machinery was imported. 


Previously the food industry was centered in the coastal areas, mostly in 
Shanghai. This has been changed, thanks to the guidance of state planning. 
Businesses in coastal areas have been expanded, and new enterprises have been 
set up in the interior. All this has laid a solid foundation for the further 
development of the food industry in China. 
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But there are still many problems in the industry at present which need urgent 
attention: 


In 1982 China's food processing industry earned only one-third of the amount 
earned by production of primary agricultural products. This proportion was very 
low in comparison with economically developed countries. In the United States, 
Japan and France, the food processing industry earns more or less double the 
output value of agriculture. 


In 1980 the value of the food processing industry in the Soviet Union was 
95 percent its total agricultural production. 


Statistics show that primary agricultural products accounted for 68 percent of 
food consumption in China in 1981, while processed food consumption was only 
32 percent. 


China is a country with a huge population and little cultivated land, and it 
is essential to expand the food processing industry in order to make more 
effective use of the limited resources. 


The level of processing is not very high in comparison with the developed 
countries. For example, in China today soyabeans are primarily used for oil, 
which accounts for only 13 percent of the soyabean. The rest is used as animal 
feed and fertilizer and for brewing soy sauce. But in other countries, vegetable 
protein is extracted from the soya dregs and then this is made into artificial 
meat and bean-milk powder which are very nutritious. Beanmilk powder is also 
used to make ice cream and many other foods as a substitute for milk. This kind 
of processing makes effective use of food resources. 


In 1980, 70 percent of the production value of the food industry came from 

grain, oil, sugar, meat and salt, while products of high level processing like 
canned food, cakes, confectionary and seasonings accounted for only 16.75 percent. 
In economically developed countries, products of high level processing account 

for about 70 to 80 percent of total value. 


To solve the above mentioned problems, technical reform in the industry is vital. 
Lack of funds for renewal of outdated equipment is a major problem. In the 
seasoning industry, for instance, most of the 2,500 factories in the country 

are based in old houses, temples or ancestral halls. 


Research into food processing is insufficient and its resources are too small. 
Only one in every hundred workers in the food processing industry has some 
training as compared to an average of 3.1 in all industries. This has prevented 
the industry from progressing. 


Like other industries, the food processing industry has been held back by the 
monopoly of state-run enterprises, rigid planning, the overcentralization of 
management and the "big pot" practice. Emphasis should now be put on setting 

up more collectively and privately run food processing businesses. Only products 
which are an essential part of the national economy and the people's livelihood 
should be included in state planning. 


CSO: 4020/171 110 
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BRIEFS 


NEI MONGGOL ELECTRONICS INDUSTRY--In 1984, electronics industrial enterprises 
across Nei Monggol Region scored substantial increases in industrial output 
value and profits and taxes delivered. Total industrial output value was 98.49 
million yuan. Each worker created 14,000 yuan of output value annually on 
average. Profits netted by these enterprises doubled those of 1983; and taxes 
delivered to the state increased by 85.7 percent. [Excerpt] [Hohhot NEIMONGU 
RIBAO in Chinese 30 Jan 85 p 1 SK] 


ZHEJIANG FLUORIDE PLANT--The Quzhou Chemical Company in Zhejian will cooperate 
with the Everbright Industrial Company of Hong Kong to establish an organo- 
fiuoride chemical plant--the biggest of its kind in China. The agreement for 
this project was signed last July between the two companies. According to the 
preliminary plant, the total investment for this project will be 120 million 
yuan, to be shared equally by the two companies. The plant will exploit the 
flourspar deposits in Quzhou as raw material. After completion, the plant is 
expected to turn out 120-million-yuan worth of products annually. Now, exten- 
sive contacts are being made with foreign suppliers for the procurement of equip- 
ment for this plant. [Summary] [Hangzhou Zhejiang Provincial Service in Man- 
darin 1000 GMT 25 Feb 85 OW] 


HEILONGJIANG ELECTRONIC INDUSTRIAL ACHIEVEMENTS-~-In 1984, electronic industrial 
enterprises throughout Heilongjian Province made marked progress in production. 
They earned more than 13 million yuan in profits in that year. According to 
statistics compiled at the end of this February, the 85 electronic industrial 
enterprises realized more than 202 million yuan in total output value in 1984, 
a 39-percent increase over the 1983 figure. They suffered 3.14 million yuan 

in losses in 1983 and earned 13.73 million yuan in profits in 1984. In January 
and February this year, they realized more than 45 million yuan in output value 
and earned 2.79 million yuan in profits, 110-percent and a 310-percent increase, 
respectively, over the figure of the corresponding 1983 period. [Excerpts] 
[Harbin HEILONGJIANG RIBAO in Chinese 17 Mar 85 p 2 SK] 
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SHANGHAI INDUSTRIAL PRODUCTION-—-Shanghai, 3 Apr (XINHUA)--Shanghai manufactured 
industrial goods worth 19.6 billion yuan in the first quarter of this year, up 
11.3 percent over the same period in 1984. Increases ranging from 80 to 400 per- 
cent were registered in production of popular consumer durables including 
refrigerators, color televisions, tape recorders, washing machines, and gold 
jewelry, according to the municipal statistical bureau. Increases ranging 

from 20 percent to 50 percent were reported in the meters, telecommunications 
equipment, petrochemicals and space industries. Production of computer industry 
rose 92 percent. In all, 414 microcomputers were produced in the first three 
months of 1985--up 4.8 times over last year. The city's industrial output value 
reached 74.2 billion yuan in 1984, a 9.7 percent increase over the year before 
and roughly 10 percent of China's national total. [Text] [Beijing XINHUA 

in English 1438 GMT 3 Apr 85] 


REFRIGERATORS PRODUCTION-—-Beijing, 31 Mar (XINHUA)--China is to produce 
1,423,000 refrigerators this year, 3.6 times the 1984 output, according to the 
ECONOMIC INFORMATION. This, plus imports, is expected to meet this year's demand 
of about 2 million as predicted by the Ministry of Commerce. There are 

1.2 million refrigerators in China, averaging two for every one hundred Chinese 
families. Last year 575,000 refrigerators were sold throughout the country. 
China has 100 refrigerator factories. Recently, the Ministry of Light Industry 
has decided to overhaul these factories and check the trend of importing exces- 
sive numbers of refrigerator production lines and equipment whose production 
capacities are estimated to have exceeded the demand in the next five years. 
Production licenses will be issued to qualified factories in order to ensure 
good quality of the products. [Text] [Beijing XINHUA in English 0710 GMT 

31 Mar 85] 


CSO: 4020/171 
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CONSTRUCT LON 


SHANGHAI MAYOR AT CONSTRUCTLON DESIGN MEETING 
OW290834 Shanghai City Service in Mandarin 0100 GMT 29 Mar 85 


[Text] Speaking at the Shanghai Municipal designing work mecting yesterday, 
Mayor Wang Daohan said: Designing work plays a vital role in transforming 
and revitalizing Shanghai. It is a link in the process of transforming 
advanced technology into a productive force and a bridge spanning ideals and 
reality. 


Shanghai achieved good progress in surveying and designing work last year. 
According to statistics, Shanghai registered fairly big increase in surveying 
and designing achievements in 1984, with the number of blueprints up 30 percent 
and output value up 100 percent. The number of designing tasks accomplished 

in 1984 was the largest in Shanghai's history. 


Shanghai invested more than 7 billion yuan in capital construction. This has 
created an enormous designing task. In light of this, Leading comrades of 

the Shanghai Municipal Capital Construction Commission announced at yesterday's 
meeting that designing units in Shanghai will all be restructured into enter- 
prises this year and that a public bidding system will be instituted to promote 
technological advance and improve design quality. At the same time, the market 
will be opened to collective and individual designers, and designing personnel 
and technologies will be brought in from other provinces and municipalities 

as well as from Hong Kong and Macao and foreign countries. 


CSO: 4006/509 
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FOREIGN TECHNIQUES ADVANCE SHANGHAI PROJECTS 
OWO21248 Beijing XINHUA in English 1222 GMT 2 Apr 85 


[Text] Shanghai, 2 Apr (XINHUA)—-Foreign technology has helped to accelerate 
nearly a dozen of Shanghai's city construction projects, the local newspaper, 
WEN HUI BAO, reported. Consultation work in combination with Australian 
firms rank first in scale in such projects involving foreign technological 
cooperation. 


Under the agreement with China's biggest industrial city, the Australian side 
has offered consultation services on construction of sewage disposal, renewal 
of urban houses, transport, and management. 


A feasibility study of the city's garbage disposal will be evaluated by Chinese 
and American specialists. 


According to an agreement entered into by the Shanghai underriver tunnel con- 
struction department and Rotterdam, the Netherlands’ biggest port city, the 
latter will supply consultation services for tunnel construction. 


The city has also invited a Japanese company to help it with subway construction. 


Foreign cooperation takes various forms including joint designs and the introduc- 
tion of advanced equipment. 


CSO: 4020/168 
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BRIEFS 


HAINAN 1985 KEY PROJECTS--Departments concerned in Hainan Region have recently 
decided on 25 key projects for 1985, the total amount of investment in which 
will be 403 million yuan, an increase of 12.9 percent over last year. Of the 
24 key projects decided last year, 6 were completed and put into operation and 
the remaining 18 will be continued this year. [Summary] [Haikou Hainan Island 
Service in Mandarin 0400 GMT 1 Apr 85 HK] 


JILIN HOUSING CONSTRUCTLON--According to a general survey of urban individual 
housing construction and a sample survey of peasant Livelihood, 13.41 million 
square meters of houses were built by urban and rural individuals across 
Jilin Province in 1984. Of this, 1.62 million square meters of houses were 
built by urban individuals and 11.79 million square meters of houses by rural 
individuals. Over 268,000 households moved into new houses. [Summary] 
(Changchun Jilin Provincial Service in Mandarin 2200 GMT 31 Mar 85 SK] 


BEIDAIHE HOTELS--Beijing, 31 Mar (XINHUA)--There will be 530 private hotels 
and rooming houses in Beidaihe, a famous north China seaside resort, this 
summer for an anticipated Larger inflow of tourists, according to the 

ECONOMIC INFORMATION. Beidaihe, a district under the jurisdiction of Tangshan 
City, received 3.2 million tourists in the summer of last year. During an 
inspection tour in August Premier Zhao Ziyang said approvingly of the private 
hotels there. The district now expects to have 670 hotels this summer, nearly 
80 percent more than last summer. The local government now provides Loans, 
building materials and construction sites for private hotels, the paper said. 
[Text] [Beijing XINHUA in English 0713 GMT 31 Mar 85] 


CSO: 4020/168 
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BENEFITS OF TWO-PART ELECTRICITY RATES DISCUSSED 
Beijing DIANLI JISHU [ELECTRIC POWER] in Chinese No 1l, 5 Nov 84 pp 11-13 


[Article by Zhu Chengzhang [2612 2052 4545]: "Discussion of Two-Part 
Electricity Rates"] 


[Text] Abstract: This paper presents a discussion on "Some Problems on 
Two-Part Rates and Its Improvement" (DIANLI JISHU No 11, 1983) in which 
cancellation of two-part rates was proposed. The author insists that 
according to experiences both at home and abroad, two-part rates are 
still beneficial. However, further improvement is needed. The economic 
benefits of this rate structure are also analyzed. 


In the article entitled "Some Problems on Two-Part Rates and Proposals 
for Improvement" carried in DIANLI JISHI No 11, 1983, (hereafter referred 
to as “Proposals"), it was held that in our country, the system of two- 
part rates should be abolished and replaced by a single active kilowatt- 
hour or reactive kilowatt-hour rate according to the grades of voltage. 
Based on personal knowledge, I would like to present my views on the two- 
part rate system for general discussion. 


I. Two Part Rates Should Be Maintained 
1. Two-Part Rates Being Commonly Used in Various Countries of the World 


Electricity rates are of many types for different consumers, such as 
fixed-amount rates, kilowattOhour rates, two-part rates and rates based 
on different hours of consumption. At present, two-part rates are widely 
used in the world while the use of fixed-amount rates and kilowatt-hour 
rates is usually confined to small consumers as a supplement. 


Under the two-part rate system, the fixed expenditures of the electric 

power departments are apportioned according to the requirements of customers, 
and the variable expenditures are apportioned according to the amounts of 
electricity used. These two expenditures are combined in calculating the 
total electricity fees to be paid by the consumers. This rate is con- 
sistent with the characteristics of the electric power industry and is 

based on two considerations: (1) Electric power production has the 
characteristics of simultaneous production, supply and marketing. To 
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meet the consumers’ requirements, the power generating plants of the 
electric power industry must have a suitable installed capacity for the 
power load, and be prepared for the supply of electricity at all times. 
Each kilowatt generating unit can generate 6,000-7,000 kwh to a consumer 
carrying out continual production in three work shifts. The power 
generation can only be 2,000-3,000 kwh for production enterprises with 
only one work shift; and only 1,000 kwh for lighting. Sometimes, some 
consumers may register for a fairly heavy power load, and when the 
facilities for the generation, transmission and supply of electricity 
have all been completed, their production process is long delayed, or 
remains irregular for a long time, thus wasting the power generating and 
supply facilities. If these consumers are not required to pay their 
fees on the grounds that they have not used any electricity, the electric 
power industry will not be able to recover their expenditures and may 
bave to charge them to other consumers who will in turn bear an 
unjustifiable burden. (2) Electric power is a capital-intensive trade. 
For hydropower stations, most of the cost on the transmission and trans- 
formation of power caomes under the category of fixed cost. In the case of 
thermopower plants, the fixed cost, based on the level of coal prices, 
amounts to 25-30 percent, while the variable cost amounts to 70-75 
percent. Under such circumstances, it would be hard for the electricity 
fees to be just and fair to the users unless the two-part rate system 

is adopted. At present, the main factors to be considered by the 
industrially developed countries in adopting the two-part reates are: 

the maximum load required, the number of electricity supply outlets, the 
load factor, the distances over which electricity is to be supplied, the 
hours of consumption each day, the need for dependable supply, and the 
amount of consumption. In addition, the power factor has to be calculated 
independently for readjusting the electricity fees. 


2. Changes in the Practice of Two-Part Rates in China 


In the 1930's, China began to change from the system of charging according 
to the number of lighting outlets to charging according to kilowatt-hours 
consumed. The charges also began to include two fees--the basic and the 
kilowatt-hour fees. Some places have also adopted the system of adjusting 
the electricity fees according to thefuel prices and the power factors, 
while others grant preferential rates for high-voltage consumption and 

for avoiding the peak hours. Before the War of Resistance against Japanese 
Aggression, the two-part rate system was commonly used in industry. After 
liberation, the system of charging according to the number of kilowatt- 
hours was used for some time. Since 1954, two-part rates have been used 
throughout the country for large-scale industry. Practice has proved 

that the use of two-part rates for industrial consumers has played a 
positive role in strengthening control over the supply and use of 
electricity, in readjusting the load in a rational way, and in increasing 
the utilization rate of the generating equipment. It has also improved 
the economic results of the electric power industry and the consumer 
enterprises and led generally to just and fair charges. 
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During the “Cultural Revolution," some people proposed that the two-part 
rates be abolished and replaced by a single rate based on kilowatt-hours. 
Since such a change involved a large increase in the average electricity 
fees, the burden for these fees among the large industrial enterprises, 
particularly those with three work shifts, was irrationally increased. 
This proposal was not accepted after careful investigation and study. 


According to our national policy based on existing conditions and the 
level of electricity consumption, a single active kilowatt-hour rate is 
adopted for consumption in lighting (including consumption in illumination, 
people's daily necessities, city administration, government functions, 
commercial activities and street lighting), for nonindustrial consumption 
(such as in experiments and nonindustrial production with a total capacity 
of more than 3 kilowatts) and for ordinary industrial consumption (meaning 
consumption by ordinary industrial users with a collector-transformer 
capacity of less than 320 kilo-volt-ampere, or with low-voltage colkectors), 
and for agricultural production. Two-part rates are used only for heavy 
industrial consumption (by industrial users with a collector-transformer 
capacity of more than 320 kilo-volt amperes), and such rates are subject 

to readjustment with the power factor. 


3. Need for Improvement at China's Two-Part Rate System 


Some imperfection still exists in the present two-part rate system in our 
country. For example, these rates are applicable to only large-scale 
industry, but not yet to several other types of users, and some contradic- 
tion exists in the calculation of basic fees according to the transformer 
capacity. The individual problems analyzed in the "Proposals" were 
brought about by the calculation of fees according to the transformer 
capacity. It would be therefore more rational for the basic fees to be 
calculated according to the maximum requirement of the users when the 
load in the system is at its highest. As to the adjustment of load 
factor in calculating the fees based on the maximum requirement, it would 
be best to charge according to both the maximum requirement and the 
particular hours of consumption so that there wiil be different fees for 
the peak, the normal and the slack hours. Furthermore, there is the 
problem of the basic fees being too low in the two-part rates. At 
present, the ratio between the basic fees and the kilowatt-hour fees 

for the large industrial enterprises is 21:79, while the ratio between 
the fixed cost and the variable cost set in 1983 was 33:67, although the 
former should actually be a little higher. (The construction investments 
in hydropower and thermopower plants and the depreciation rate were all 
rather low in the earlier period. If these factors are now readjusted, 
the ratio of fixed cost should be even higher. Generally, they are 50:50 
in foreign countries.) However, all these problems can only show that 
the system of two-part rates should be readjusted, reformed and further 
improved, and cannot be the cause of their abolition. 
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II. The Question of Economic Results for the Two-Part Rate System 
1. The Question of Reduced Revenues in Adopting the Two-Part Rate System 


It is reasonable that the average comprehensive fees under the system of 
two-part rates for large-scale industry should be lower than the fees 
based on the number of kilowatt-hours for the nonindustrial and ordinary 
industrial units, because, according to the nature of electricity 
consumption, the loads of nonindustrial and ordinary industrial users are 
dispersed and are low, with low efficiency. Generally, the voltage of 
supply if low, the investment in power transmission and transformation is 
high, the wear and tear of lines is heavy, and the cost of electricity 
supply is higher. Therefore, the fees should be a little higher. On 

the other hand, the loads of the large-scale industrial users are con- 
centrated and are heavy, with high efficiency. The voltage of supply is 
high, the investment in power transmission and transformation is lower, 
the wear and tear of lines is less, and the cost of electricity supply is 
low. Therefore, the fees should also be a little lower. 





2. The Question of Whether Two-Part Rates Can Increase Users' Load 
Efficiency 


Practice at home and abroad has already proved that the system of two- 
part rates can help the users strengthen their power control and increase 
their load efficiency. This is fairly obvious if the basic fees are 
calculated according to the maximum requirement. As to the use of the 
transformer capacity for calculating the basic fees, not much advantage 
can be gained if such capacity is excessive. This will call fora 
rational transformer capacity. The purpose of two-part rates is to bring 
about generally rational fees for users having different load efficiency. 
It should be added that these rates can help the users increase their load 
efficiency only provided the conditions of the users; operation are favor- 
able and the load efficiency varies within certain limits. It does not 
mean that as long as the two-part rates are used, it will as a rule be 
possible for the load efficiency of various types of users to be raised 
to the same level as that of the plants or enterprises with continuous 
three-shift production. The "Proposals" assertion that "no system of 
electricity fees in the world can effectively prompt the users to change 
their modes of electricity consumption" does not conform to reality. 
France and England, for example, began to adopt the system of two-part 
rates in the mid-1950's and the early 1960's respectively in combination 
with various types of fees based on consumption at different hours of the 
day, and markedly increased their load efficiency. In the past 10 years, 
they also technically improved and developed their load control system 
and devised even better technical means for calculating the various fees. 


3. The Question of Calculating Fees According to the Capacity of 
Collector-Transformer 


It is true that certain irrational elements exist in the method of cal- 
culating basic fees according to the capacity of the collector-transformer. 
In trying to save their basic fees, some users have reduced the transformer 
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Capacity and increwsed its utilization resulting in the waste of electric 
energy. However, since many users in our country do not have the meters 
for showing the maximum required amount, the calculation of basic fees 
according to the transformer capacity can at least make the fees basically 
rational. Compared with the calculation of fees according to the number 
of kilowatt-hours, this methods has more advantages than disadvantages. 

In the future, along with the increase in the output of those meters 

which can show the maximum required amounts, we should gradually change 
over to the method of calculating basic fees according to the maximum 
required amounts. 


4. The Question of Recovering Fixed Cost in the Electric Power Industry 


The fixed cost in electric power industry can certainly be recovered in 
many different ways, including the single kilowatt-hours rate and the 
two-part rate, but the question is which method can bring about the most 
just and fair fees for the users. Under the two-part rate system, those 
enterprises that are managing their power consumption poorly, wasting 
the generating capacity, working under capacity, or withholding work 
pending the arrival of raw materials, should be justifiably charged for 
the fixed expenditures, while those enterprises managing their power 
consumption well and operating regularly over long periods need only pay 
their fair shares of the expenditures. 


5. The Relationship Between the "Three-Electrics" and the System of 
Electricity Fees 


The relationship betweén the "three-electrics" and the system of electricity 
fees is essentially one between planned regulation and administrative 
intervention on the one hand and economic regulation on the other. 

Planned consumption of electricity does not necessarily preclude the 

use of economic means in working out rational fees, and they are not 

set against each other. Practice has proved that the use of economic 

means can help planning to exercise its regulatory role more effectively. 


III. Conclusion 


From what has been discussed, I am of the opinion that the two-part rates 
should be maintained, although measures should be taken to correct certain 
shortcomings. Instead of expecting the two-part rates to solve all the 
existing problems, we should carefully study the level of fees and the 
system and policy of establishing the fee scale, and quickly work out the 
fees for the peak hours and for different seasons, fines for excessive 
consumption, increased household charges to encourage conservation, whole- 
sale rates, and other pricing practices so as to encourage the rational 
use of electricity as well as the development of the electric power 
industry itself. 
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ON CHINA TRADE PROBLEMS FOR FRG MANAGERS 
Duesseldorf WIRTSCHAFTSWOCHE in German 15 Feb 85 pp 54-63 
{[Article: "German Managers in China: A Long March"] 


[Text] The expanding trade with China is revealing a 
pitifully severe lack of managerial expertise in that 
country. The Federal Republic of Germany will provide 
assistance. For top-flight managers, this is an 
intriguing challenge. But what awaits them once they 
arrive? 


Frankfurt, last Friday in January: the half-packed trunk is waiting 

on Michael Wehmann's desk. Wehmann, who specializes in trade with China 
and is an agent for the Ol1ff and Co Trading Company in Frankfurt, is 
once again headed to the Middle Kingdom. The manager welcomes the 
reform course of the Chinese leadership: "I will be dealing directly 
with the industrial customers and can create demand." That makes 
business easier. But then, halfway out the door, he has a few words of 
criticism: "The Bank of China is now correcting quite a number of 
contractual details, because the Chinese negotiators are still not 
adequately trained in matters of finance." As a result, the Chinese 
are no longer content with receiving just technical know-how--they are 
increasing their demand for business expertise. 


The Beijing officials made a wise choice in the Bonn Senior Expert 
Service (SES). Hardly had the first SES team of experts returned home 
when China called for more “senior” consultants. In this cooperative 
venture, the knowledge of the retired German managers is coupled in an 
ideal combination with respect for people who are older and more 
experienced--an attitude that continues in today's China. And the 
Chinese managers are in dire need of assistance. The reason: For years 
it was a very simple matter to run a factory in China. The central 
authorities drew up the plans, the party functionaries issued the 
respective orders, and the factory managers carried them out. 


Today, China wants to overcome this inefficient system and grant more 


power to the managers. Enterprises are to become relatively autonomous 
economic units. Performance and Responsibility are now written with 
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capital letters. Still, old practices die hard. Many decisions about 
manufacturing, marketing and pricing are now placed on the shoulders 
of those who previously were accustomed to receiving orders from above. 


Company-internal conflicts are programmed. "There is a lack of capital 
and know-how in all areas of the market-economy experiment," Martin Posth, 
personnel director of the Volkswagen subsidiary Audi AG, [warns]. Posth 
has to be aware of this, because in the summer he is going to China as 
the business director in the board of directors of the German-Chinese 
joint-venture Shanghai-Volkswagen Automotive Company, Ltd. 


What may appear to German managers to be a thoroughly intriguing 
challenge is proving to be a very demanding job once they arrive. If 
the obstacles of personal accrediting have been negotiated, some drastic 
curtailments are in order: once in China, the German manager lives 
mostly in two hotel rooms, one for work and one for sleep. If he wishes 
to have additional shelves for books or perhaps a telex connection, the 
local hotel managers put almost insurmountable obstacles in his way. 

The hotel management will tolerate most furniture brought into a room 

in a cloak-and-dagger fashion only after the room price, which bears 

no relation to what is offered, has been increased substantially. Under 
these conditions, he cannot even think about bringing along his wife, 
much less the kids. Even harder is adapting to how his Chinese counter- 
parts think and work. 


The Chinese government itself admits that more than half the managers 

in the state-owned enterprises do not have even a secondary school 
education. The cultural revolution, with its mad hatred for the 
"intelligentsia," cut a broad swath through the stand of business experts. 
Thus, for German managers the road to success in China is long and lain 
with many stones: language problems, interpreters, costs, lack of 
knowledge, and differences in mentality. 


But this can be dealt with--with patience, flexibility, persuasiveness 
and more patience. In spite of increased freedom, Chinese managers are 
extremely reluctant about making decisions. A guest at China's 
negotiating tables or in her offices must rely on a recipe calling for 
time and absolutely no air of superiority or arrogance. The Chinese 
discuss every detail of controversial matters; the entire group makes 
the decision. It is inadvisable to wish to shorten this process with, 
for example, democratic means as we understand them. "To vote is to 
divide," is how Heinz Bauer, who led the joint-venture negotiations 

in Shanghai for the Volkswagen plant, summarized the significance of 
discussion. 


A discussion can be extremely tedious not least of all because the 
Chinese partners cannot abstractly think out a solution to a problem. 
An example: As a "senior" expert, SES consultant Hermann Schmitz, 
formerly chief engineer at the Thyssen Henrichshuette AG, brought the 
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cold rolling mill in Wuhan up to the state of the art. A main problem 
was that the reeling spool for the strip steel was under-—dimensioned; 
thus, the plant could not reach its full capacity. Of his work, 
Schmitz says, "I tried to convey the problem to the design manager, but 
I ended up having to design a new spool myself, because my Chinese 
counterparts simply lacked the creativity." 

"Due to the pragmatism of the Chinese," says Hans Ruediger, managing 
partner of the H. Wohlenberg GmbH & Co. KG in Hannover, after five 
years of China experience, “even the manager must often roll up his 
sleeves and simply show the Chinese how something is done." 


For most Chinese managers, bookkeeping is a closed book. Dieter 
Schneidewind, member of the board of directors of tine Wella AC in 
Darmstadt, has seen this with his own eyes: "During the negotiations 
of our joint-venture in Tianjin, we had to fly Professor Horst Albach 
from Koeln to China, who taught the Chinese for the first time the 
principles of bookkeeping and controlling.” 


The German managers find ample time for work. A six-day week is the 
norm, and--aside from the cultural and historical sights--the People's 


Republic offers little in the way of diversions. Leisure time activities 


such as tennis and skiing simply are not possible. There are no bars 
and discotheques. Due to language barriers, television, radio and any 


other form of entertainment provide no outlet; the female sex is strictly 


off-limits. All that's left is reading, listening to music cassettes 
or studying the language. 


Learning the language should be a priority for every manager working in 


the Middle Kingdom. "Even a two-week crash course is better than nothing 


at all," chief manager Schneidewind recommends to his colleagues. A 
knowledge of the history of the Kingdom, thousands of years old, is 
always useful, as experts on China will agree. They believe foreign 
managers will get off on the right foot if they are sensitive to the 
Chinese and particulary if they already have a positive attitude toward 
the Chinese culture. 


To keep the programmed frustration at a minimum, the managers as a rule 
negotiate for two-week rest-and-relaxation leave in Tokyo, Manila or 
Hong Kong every three months. "Generous support on the part of the 
mother company is extremely important,” Wella director Schneidewind 
realizes. "We don't pinch pennies in this case." Wohlenberg boss 
Ruediger, who is as enthusiastic as he is knowledgeable about China 
after his march through the Chinese bureaucracy, sends only very stable 
and emotionally secure employees to China. He is tamiliar with the 
tough work conditions and knows that there is no uncompromising "man of 
action" in the Chinese factory. Also, people given to drink are out of 
the question. 








Managers who have returned home agree that the day-to-day business 

is made a lot easier by the thoroughly friendly acceptance by the 
Chinese. Their understanding--but also the self-assuredness of this 
ancient culture--can offer the German manager a thing or two. Besides 
the rush and worry of the Western world, he suddenly discovers a set 
of completely different values: harmony, for example. 
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MISUNDERSTANDINGS ON OPEN DOOR POLICY ADDRESSED 
Beijing LIAOWANG [OUTLOOK] in Chinese No 47, 19 Nov 84 p 20 


[Article by Liu Peng [0491 7720] of the Yunnan Provincial Institute of Economic 
Research: "We Must Revise Our Understanding of the Open Door Policy”) 


[Text] The implementation of the policy of opening up to the outside world is 
an objective demand of the social mass production. A basic characteristic of 
social mass production is the expansion of exchange. Currently, not only is 
domestic exchange expanding, but international exchange is expanding also. 
Today, when the productive forces and science and technology are developing on 
an unprecedented scale, not only have production and consumption long become 
worldwide, but capital, technology, news, skilled personnel and knowledge have 
also become worldwide. Any nation that wants to become developed cannot close 
itself to international intercourse. For 500 to 600 years since the Ming and 
Qing dynasties, our country has put a ban on maritime trade and closed itself 
to intercourse with foreign countries. As a result, our forefathers as well 
as we ourselves have suffered immensely, and China has become poor, backward 
and benighted. We must not carry on like this. On the basis of maintaining 
independence and keeping the initiative in our own hands and of self-reliance, 
we must implement an open door policy, and boldly utilize foreign capital 

and advanced technology, adopt the strengths of other countries to offset our 
own weaknesses. Only in so doing can we consolidate our country's economic 
strength and accelerate the pace of socialist modernizstion. 


Opening to the outside world is a common experience of all the countries in 
the world in developing the economy speedily. It is also an important exper- 
ience for our country in the four modernizations in the last few years. 
Utilizing foreign capital, we were able to launch such important projects as 
the building of harbors, hydroelectric power stations, nuclear power stations 
and petroleum prospecting. By bringing in certain advanced technologies, some 
enterprises have quickly narrowed the technological gap between themselves and 
those of the advanced nations. Through learning the experience in scientific 
management from others, some enterprises have noticeably raised their 

economic results. The most prominent example ic that of the Shenzhen Special 
Economic Zone [SEZ]. Formerly a small town with a population of only 30,000 
people, it has, in just 4 years, become a modern city a short distance away 
from Hong Kong. This is like a miracle. The practice of just a few years has 
sufficiently indicated that it is entirely correct for us to implement the 
policy of opening to the outside world and the policy of building SEZs. 
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Currently, some comrades still have not had sufficient understanding of why we 
should implement the policy of opening to the outside world. Some have 
equated that with "trade at the five treaty ports” or foreign concessions 

in the old China. This is incorrect. We must understand that there is an 
essential distinction between the two. First, opening, to the outside world 
is a necessity in line with socialist modernization when we proceed from the 
fundamental interests of the state, the nationalities and the people and take 
the initiative to develop economic and technological exchanges with all the 
countries in the world on the basis of the principle of equality and mutual 
benefit and mutual trust. The “treaty purts” and concessions in the old China 
were the products of unequal treaties which the imperialists forced the 
Chinese government to accept. Second, opening to the outside world is imple- 
mented under the control of the Chinese Government. All enterprises using 
foreign capital are, without exception, placed under the control of the loca! 
government. All the foreign businessmen must abide by the pcliciecs and laws 
and decrees of the people's government. The direction and mode of investment 
of foreign capital, the location, the scale and the production of one product 
versus another are all determined by us. In the “treaty ports” and concessions 
of the old China, however, the imperialists enjoyed all kinds of privileres. 
In the concessions, there were no police, judicial court and jail. The 
imperialists had their own country within ours. There, the government of the 
old China either had limited or basically no sovereignty. ‘Third, the zones 
which we are opening to the outside world are the windows for developing 
technology, management and knowledge and for implementing our foreign policies. 
The “treaty ports” and concessions of the old China, on the contrary, were the 
strongholds for the imperialists in launching aggression against China, and 
were the bases for the imperialists in plundering our country's riches and in 
dumping their excess products as well as exporting their capital. Fourth, in 
opening to the outside world, we put the emphasis on ourselves and make it 
serve us. Our goal is to strengthen our country's ability to become seclf- 
reliant and to enhance the development of the four modernizations in our 
country. The "treaty ports” and concessions of the old China were the imperial- 
ists’ means to weaken our nation's economy and to nibble at our country's 
territory. Thus, there is a basic distinction between the nature of the two. 
The major distinction is that, unlike the government of the old China, which 
was slavishly dependent on others, our country today enjoys independence with 
initiative in our own hands. 


Of course, there is surplus value in the enterprises of joint investment and 
enterprises with exclusive investment by foreign businessmen in the SEZs and 
the opened-up cities. If the foreign capitalists have nothing to gain, they 
will not make their investment here. Letting the capitalists have something 
to gain is equivalent to paying “tribute and taxes" to them. But in so doing, 
we will have exchanged for ourselves the most urgent capital, advanced 
technology and scientific management methods, and won time for ourselves in 
order to raise more quickly the economic and technological standards of our 
country. For the sake of this basic interest of the four modernizations, i' 
is necessary and worthwhile to pay a small price. Will this assault our 
socialist economic foundation? Wo, it will not. The amount of foreimm capital 
we utilize is very small and its proportion in our country's fixed assets and 
floating capital is also very small. FEven if we increase the amount, it wiil 
still not pose any problem for us. Just as Comrade Denz Xiaoping has said: 
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China takes the socialist economy as its main body. The socialist economic 
foundation is very broad. The absorption of a few tens and hundreds of billions 
of foreign capital will not assault our socialism. 


Opening to the outside world not only will benefit the building of a material 
civilization but also will play a positive role in affecting the main trend in 
the building of a spiritual civilization. We must not exclude, but must 
actively absorb, the modern S&T knowledge and cultural results which do not 
belong to a certain class but to all mankind. Because we are implementing the 
open door policy under the socialist system and the leadership of the Communist 
Party, we are also able to selectively absorb the good things and boycott the 
bad things from abroad. We must absolutely not give up eating for fear of 
choking. Currently, our country has just begun to open to the outside world. 
We must further expand and develop this effort. We must emancipate our think- 
ing and persevere in this basic national policy of opening to the outside world 
for a long time to come. 
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PROBLEMS ENCOUNTERED IN RUNNING JOINT VENTURES 


Beijing GUOJI MAOYI WENTI [INTERNATIONAL TRADE JOURNAL] in Chinese No 3, 
May-June 1984 pp 12-16, 26 


[Article by Wang Yixuan [3769 1355 6513], of China General Machinery 
Corporation: “An Inquiry into Certain Problems in Overseas Joint Venture 


Companies" ] 


[Text] China is a socialist state, and our mair reasons for overseas 
investment in joint venture companies are to open up overseas market 
channels, expand exports, earn more foreign exchange and support China's 
four modernizations. In addition, the operation of jojnt venture companies 
is helpful in introducing advanced production techniques from abroad, 

in the study of advanced foreign management experiences and in training 
skilled Chinese technical and management personnel. There is an essential 
distinction between this and capitalist investment abroad, which is for 
the purpose of capturing markets and seeking the greatest possible profits. 
Of course, as far as the targets of Chinese joint ventures are concerned, 
it doesn't matter what the capitalists’ purposes or motive area. However, 
in the final analysis, making money is what they are after; if everyone 
does not make money then the joint venture cannot be accomplished, or if 

it is set up then it cannot endure. Consequently, our guiding policy in 
setting up joint enterprises should be as follows: let others settle 
their own accounts and we will settle ours; let others make money and 

we will pursue our own ends; let there be equality, mutual benefit, mutual 
respect and adherence to agreements. 


In the past few years some localities and some foreign trade enterprises 
have set up joint venture companies overseas. Through these past few 
years of practice, some of the joint venture companies have succeeded, 
some have failed and some are today still fluctuating in financial 
difficulties. In studying their experiences, we have discovered that 
the success or failure of joint enterprise companies is sibnificantly 
affected by whether the joint venture target and counterpart nation were 
selected appropriately, on whether the management ideology and policies 
of the joint venture company are on the right track and on the quality 
and business experience of the major people we have selected to be in 
charge. The author worked for two years in a joint enterprise company 
and made a preliminary investigation and inquiry into the pertinent 
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questions mentioned above. Here he will present some simple views and 
provide the relevant references on these questions. 


1. On the Selection of Joint Venture Targets 


In setting up an overseas joint venture company, the selection of a 
good joint venture target (that is, the foreign legal representatives 
with which one operates the joint venture) is of absolute importance. 
What conditions must be present in order to consider the joint venture 
target acceptable? 


A. First, it must be financially reliable and be qualified as a legal 
representative. 


To run a joint venture company it is essential that the qualifications 
and credit of the joint venture target be understood: this is elementary 
common sense. However, some comrades proceed on the basis of feelings, 
frequently rely upon longstanding individual relationships or heed the 
self-glorification or the warm cordiality of the other party and trust 
them rashly without going through regular channels to check on financial 
reliability. They then sign a joint venture agreement with the other 
party without careful consideration and the results are always unsatis- 
factory. 


Financial reliability includes two major aspects: first, the le,al 
qualifications and second, the ability to honor the agreement. 


The specific components of an investigation of the other party's financial 
reliability are as follows: 


1. The other party's qualifications as a legal representative must be 
examined. The other party must be required to supply legal documents in 
order to prove that he is a lawful legal representative, has a fixed 
name and quarters and has the ability to honor the agreement. 


2. The other party's financial situation must be understood. This 

refers primarily to the state of revenues, expenditures, and liabilities, 
the scope of operation and the major activities. The other party must 

be required to supply documents such as annual reports and bank certificates 
to explain his financial situation. We can conduct inquiries through 
advisory companies, credit companies, banks and other channels. 


3. The commercial reputation of the joint venture target must be unJder- 
stood. Commercial veputation refers to the other company's behavior in 
economic activities. This primarily points to its operational history, 
operational style and relationships with banks and other financial 
institutions. This is distinct from its financial situation. Commercial 
reputation can generally be understood through foreign organizations on 
Chinese soil or through the companies concemed overseas. 
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B. Second, the major individuals in charge should be enthusiastic about 
doing business with China and should have previous trade experience 
with her. 


In capitalist countries the good or bad operation of a company is decided 
to a large extent by the wisdom and abilities of the general manager, as 
well as his management policies and supervisory level. If a general 
manager is enthusiastic about doing business with China and has previous 
trade experience with her he will understand certain particulars, existing 
problems and inherent regularities involved in trade with China. Only 
then will it be possible for him to cultivate confidence in Chinese trade 
and a willingness to invest in it. 


China is a socialist state, and only experienced capitalists are willing 
to enter into joint ventures with us, thus increasing the technological 
level of our products, opening up our market channels and expanding our 
exports. 


The measure oi enthusiasm for trade with China lies not in oral assertions 
but in trade practice with China. Only if the party is enthusiastic for 
trade with China will it be possible for him conscientiously and candidly 
to discuss and sign the two basic documents: the joint venture agreement 
and the joint venture company constitution. Within these documents the 
purpose, organizational setup and registration site of the joint venture 
company, as well as its operational policies and short-term goals, must 
be defined. In addition, these documents must explicitly stipulate the 
amounts and forms of investment for the two parties and other important 
points. Resolution of these points through discussion generally turns 
not upon China's subjective desires but on the confidence and sincere 
cooperation of the other party. 


C. Third, for a joint venture target to be suitable, the business it 
is engaged in should be of the same type as that of the Chinese party and 
it should have its own market channels that we can use. 


As the saying goes, "separation by profession is like separation by 
mountains." There are different network sales outlets and promotional 
techniques for different commodities. If the two parties to a joint 
venture deal in the same kind of commodities then they have more language 
in common: the two parties not only understand the specifics of pro- 
duction, packaging and transport for that commodity, they also understand 
the consumer demand for the product, its selling price and its post-sales 
servicing. But most important of all, the Chinese party can make use 

of the other party's network sales outlets to promote Chinese products 
and thus realize our goal to “expand exports and earn more foreign 
exchange." 


A foreign company may have many favorable conditions, but the three 
preceding points are our basic conditions for selecting a joint venture 
target. These three points complement each other and none of them can 
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be dispensed with. In the past few years some joint venture companies 
have gone bankrupt. In analyzing the reasons for these bankruptcies, 

an important lesson is that they are due to the inappropriate choice of 
joint venture targets. For example, some localities choose famous 
performers in Hong Kong as joint venture targets; some departments look 
for the principal of a middle school or a trade association representative 
as a joint venture target to engage in international trade and deal in 
technical products. This is not to say that these people are no good, 

but that they are not financially reliable, have no commercial reputation, 
have no experience or special expertise for engaging in international 
trade and have no market channels. In order to enter into joint ventures 
with us, some people temporarily acquire the legal qualifications for 
economic organization. When we engage in joint venture operations with 
this kind of people we always have to start from scratch and be the pro- 
viders of financial support. Naturally, this kind of joint venture 
company will meet with economic and financial difficulties. 


It is apparent from the foregoing that to engage in a joint venture company 
it is necessary to select a good joint venture target. Furthermore, a 

good joint venture target must at the very least possess the above three 
conditions. 


II. On the Selection of Joint Venture Host Nations 


In researching whether a nation or a region is a reasonable spot for the 
establishment of a joint venture company we cannot rely upon our subjective 
fancy, nor can we rely upon any particular relationship. Rather, we must 
rely upon an understanding and scientific analysis of our subjective 
situation. Generally speaking, a relatively reasonable joint venture 
location must have a rather stable political and economic situation, 
relatively advantageous trade conditions, a quite generous tax rate and 
sufficient market capacity. This is because these are the four major 
factors affecting the process of joint venture company development. 


In the 1970's the Export-Import Bank of Japan conducted a survey of 
Japanese overseas investment enterprises located in Southeast Asia, 
Latin America, North America and Europe (including individual and joint 
ventures). They discovered that there were 53 overseas enterprises in 
North America, of which 20, or 38 percent, were experiencing financial] 
difficulties; there were 99 overseas enterprises in Latin America, of 
which 79, or 80 percent, were having financial difficulties; and there 
were 244 overseas enterprises in Southeast Asia, of which 125, or 61 
percent, were having financial problems. It is thus obvious that the 
investment success rate is quite high in North America, it is in second 
place in Southeast Asia and in Latin America investment is a much higher 
risk. Some of these enterprises that were in financial straits were 
ruined and closed down and some have been modified and reorganized. 

The reasons for this lie in none other than the aforementioned factors. 
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In addition to the several factors mentioned above, in selecting a 
relatively reasonable joint venture host nation we should also clear 
up the following legal questions respecting then: 


A. We must consider whether company registration is done under a 
principal of open registration. Some nations, such as England, the 
United States, the Federal Republic of Germany, Spain and others, have 
legally stipulated principles of open registration, where founding a 
company does not require government approval. However, there are also 
some nations, such as Turkey, Indonesia, Chile and other Latin American 
nations, which require government approval for the organization of a 
company and where the government can use a variety of grounds for putting 
the matter aside. 


B. We must consider whether the host nation's laws are restrictive with 
respect to stockholders. For example, Egypt and Mexico stipulate that 5l 
percent of the stock must be owned by citizens of those nations; Spain 
Stipulates that 75 percent of the stock must be owned by its citizens; 

and Sweden, Finland and other Northern European nations are even stricter, 
Stipulating that SO percent of the stock must be owned by citizens of 
those nation and that possession may not be transferred to foreigners. 
Some nations also have clear provisions regarding who may establish a 
company. For example, Denmark stipulates that a majority of the company 
founders (at least three people) must be citizens and residents of Denmark; 
and, different states in the United States, such as Pennsylvania, stipulate 
that a majority of company founders must be American citizens. 


C. We must consider whether the host nation's tax laws are favorable. 
To establish and operate a joint venture company in a nation it is 
necessary to consider the tax burden. [It merits our attention not only 
to study the relevant provisions of the tax law, but also to take note 
of the actual tax situation. For example, although some nations 
stipulate that the tax rates for joint venture companies and domestic 
enterprises are the same, there are concealed discriminatory phenomena 
such as the use of high progressive tax rates or extremely flexible 
business deduction allowances at tax collection time. These can all 
make the burden on joint ventures excessive. 


In order to absorb foreign capital, some nations pass legislation to 
give foreign capital special preference. For example, Greece, Italy, 
Nigeria, Pakistan, Portugal, Thailand and other countries provide 
preferrential conditions for foreign capital engaged in joint ventures 
with domestic industries. They permit profits to be transferred to the 
investing nation; they reduce or remit taxes or give favorable tax rates 
for national and local taxes; and with respect to tariffs, they exempt 
from import taxes the equipment and installations essential to launch 
companies, as well as the industrial departments that encourage national 
growth. Different localities also give convenient credit. For example 
in the southern district of Italy the foreign capital enterprises concerned 
can obtain financial assistance and loans from the Southern Development 
Bank (Cassa Gelme Zzogiorno). These nations are favorable to foreign 


investment. 








If we conscientiously analyzed the four major factors discussed 
previously and also clarify legal questions in the above three areas we 
can select relatively suitable nations to open and operate joint venture 
companies. 


III. On the Organizational Structure and Management of Overseas Joint 
Venture Companies 


Qualitatively, an overseas joint venture company is a "limited partner- 
ship" under the capitalist system, and it is distinct from private 
capitalist companies and from Chinese cooperative enterprises. Its 
organizational structure must be compatible with its nature. 


Practice proves that a system of operation and management through a 
plenipotentiary general manager under a policy-making board of directors, 
such as is popular in British Commonwealth nations, is quite suitable. 
Because it conforms to the relevant provisions of the "corporate law" 

of Western majority nations, it is favorable to self operation and manage- 
ment of joint venture companies under the conditions in capitalist systems. 
A chart of joint venture company organizational structure is as follows: 





(Chairman of the Board] 








[Board of Directors] 














(Legal Consultants - - —.__[Ceneral Manager} - - - fissistant Managey 


eee en ee ee ee 
[Secretarial] [Accounting] [Purchasing Baled Development] 


The board of directors is composed of both Chinese and foreign member 
stockholders. For example, if the stockholders are divided 50-50 

between the Chinese and foreign parties, then the board of directors 

will likewise be evenly divided between Chinese and foreign members; if 
the Chinese stockholders represent more than 50 percent, then the members 
of the board of directors can be arranged according to a 3:2 or 4:3 
proportion. The board of directors elects a chairman of the board to 
preside over the affairs of the board. If we engage in a commercial 
overseas joint venture operation then we should strive to have our chief 
representative occupy the position of chairman of the board. This is 
helps us to achieve of our aim for an emphasis on exports. The obligations 
of the board of directors are as follows: to decide on the choice of 

the company's general manager; to determine the aims and operating 
policies of the cmopany; and to decide the company's budget, final 
accounting and distribution of profits and other weighty matters. 
































The general manager's obligations are to have complete control to manage 
the conduct of personnel matters, business matters and financial affairs 
in accordance with the company's aims and the policy decisions of the 


board of directors, and to take final responsibility for company operation. 
He has the power to reward, promote or dismiss staff members based on 
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their performance or work accomplishments. The assistant maneger is the 
general manager's aide to help him in his work. All other staff members, 
regardless of origin, exercise strict personal responsibility for their 
work under the guidance of the general manager. The general manager can 
be chosen from able management personnel on either the Chinese or the 
capitalist side, or a public invitation for applicants may be issued. 

In operating an overseas joint venture company it is quite beneficial] 

to begin by inviting a foreigner to assume the position of general 
manager. 


It is beneficial to successful operation of a joint venture company to 
engage legal consultants. Particularly in the United States, not a 
single step can be taken apart from the law. In the United States the 
operation of a joint venture company must not only deal directly with 
investment laws, corporate codes, tax codes, immigration laws and other 
major laws, it also must deal with trademark registration laws, trade 
laws and patent laws. It is necessary to abide not only by federal laws, 
but also by state laws--and there are differences between them. For 
example, there are no unified federal regulations concerning corporate 
law, but the various states have vastly different corporate laws. To 
cite another example, the federal government has a unified tax code, but 
the various states also have their own income tax laws. In commercial 
activities every decision and action must involve the law, so engagement 
of legal consultants is absolutely essential. 


Operation of a joint venture without accountants is impossible. Accoun- 
tants may be full time or they may be part time (when part time it should 

be in preparation for full time personnel). Accountants should hold 
accounting certificates or licenses issued by the government tax authorities 
(or the general accounting office). This is particularly important in 
British Commonwealth nations, where otherwise a great deal of tax 

trouble will ensue. 


The qualitative differences in the business overseen by business managers 
can be divided into purchasing management, sales management, market 
development management and so forth. Under the guidance of the general 
manager, these managers are directly engaged in business activities and 

are responsible for their economic results. Business managers should 
understand the operation of professional associations and have a rudimentary 
grasp of a foreign language. Looking at the volume of business, the 
business manager can provide assistants. 


The internal management structure of a joint venture company points in 
general to the management system, procedure and methods of the general 
manager with respect to personnel, financial affairs and business. This 
is a very complex issue, and it is one that varies with different 
companies. Here I will primarily discuss my views on joint venture 
company personnel and wage systems. Overseas joint venture companies 
should institute a wage employment system and sign contracts with all 
staff members. Each staff members, whether selected by the Chinese party 
or recommended by the capitalist party, holds a certain position and, 
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within set limits, has powers and responsibilities commensurate with his 
post. A set wage is granted based on the level of the staff member's 
position and the extent of his capabilities. If the work appears good 
within a certain time period the staff member should be promoted and his 
wage level should be raised; if the work appears poor the staff member 
may be demoted or dismissed. This is actually a capitalist wage employ- 
ment system that is intrinsically different from China's current personne] 
and wage system. This is something that is determined by the nature of 
the overseas joint venture company and the environment of its locale, 

and it is effective. 


IV. On International Safeguards for Overseas Investment 


Protection of overseas investment interests is an issue that governments 
of all nations, capitalist and socialist alike, are very concerned about. 
In the wake of the growth of China's four modernizations and her thorough 
implementation of the open door policy toward the outside world, even 
more individual and joint venture enterprises will be established over- 
seas. How China, as a socialist state, is to protect her overseas 
investment interests is a problem that merits study and resolution. 


As of now, there is still no “international invesrment treaty" in the 
world: that is, none that takes the form of a multilateral pact, commits 
each signatory state to ihe treaty and protects the investment interests 
of foreign legal representatives. After the war, the International 
Chamber of Commerce, the Organization for Economic Cooperation and 
Development, and the Council of Europe jointly proposed a “Program for 
the Establishment of an International Investment Treaty." England's 

Lord Shawcross and the West German banker Abs also worked out a draft 

of this program and discussed it many times, but as of today it has never 
been realized. 


There is currently a "Convention on the Settlement of Investment Disputes 
Between States and Nationals of Other States" which was concluded and 
Signed in Washington in 1965. As of 1974 this had been acknowledged 

and ratified by 65 nations, including England, the United States, the 
Federal Republic of Germany and Japan. This treaty emphasizes procedural] 
matters, setting up an arrangement to resolve international investment 
disputes in order to facilitate the attainment of a fair settlement for 
both parties to a dispute. Under the direction of the World Bank a 
"Center for Settlement of Investment Disputes," located in Washington 
D.C., has been organized based on the provisions of this treaty. This 
"Center" provides all sorts of facilitics for signatory states and foreign 
investors to utilize in resolving investment disputes between the two 
according to regulations stipulated in the treaty. The method of resolu- 
tion is through mediation or arbitration; at times mediation is initiated 
first and replaced by arbitration when the former method fails. 


Due to the lack of international safeguards, international investment 
is truly a risky endeavor. 
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Some developed capitalist countries, such as the United States in its 
move to expand its sphere of influence after the war, have instituted 
large-scale overseas investment. Accordint to U.S. Department cof Commerce 
Statistics, the total U.S. overseas investment was $11.78 billion in 

1950, and this had risen to $59.26 billion by 1967, a more than five-fold 
increase. The United States’ investment in Canada alone amounted to 

$1.8 billion. In the 20 years after the war (1951-1970), Japan invested 

a total of $3.59 billion overseas in a total of 3,395 investments. Among 
these, the largest investment was in mining enterprises, where a total 

of $1.126 billion was invested to guarantee Japan's supply of raw materials. 
In second place were commercial and financial insurance enterprises, 

where a total of $720 million was invested to develop Japan's inter- 
national market. Japan's overseas investment is much smaller than that 

of the United States, but it has succeeded in its two major goals of 
guaranteeing a supply of raw materials and developing its international 
market. 


In order to safeguard their overseas investment interests, the United 
States, Japan and other developed capitalist nations have concluded and 
signed "friendship navigation and trade treaties" or “investment 
guarantee agreements" with the governments of many other nations. In 
these bilateral treaties and agreements there are special provisions to 
protect investors’ interests, such as exemptions from property confisca- 
tion, convertible currency, permission to remit post-tax profits home 
and so forth. The governments of some nations have concluded and signed 
agreements called concession agreements with investors to affirm that 
they will not confiscate the investment properties of private foreign 
investors (or groups of private investors), or if they need to con- 
fiscate property they must pay a fair and reasonable compensation for it. 


In order to expedite construction of the four modernizations, the Chinese 
government has implemented some flexible policies both to encourage foreign 
enterprises to invest in China and to support Chinese enterprises 

investing abroad and opening joint or individual enterprises. In 1980 

the Chinese government promulgated "Provisional Regulations for Foreign 
Exchange Management" and the “Chinese and Foreign Joint Venture Enter- 
prise Income Tax Law and Detailed Regulations." These acts explicitly 
state that "After taxes are paid in accordance with the law, foreign 
enterprises and the foreign joint owners of Chinese and foreign joint 
enterprises may apply to the Bank of China to transfer net profits and 
other legitimate income out of the enterprise's foreign exchange savings 
account." They also state that "If the foreign joint owner transfers 
foreign exchange capital outside Chinese borders, he must apply to the 
State Foreign Exchange Control Bureau or its subbureaus to transfer 
currency out of the enterprise's foreign exchange savings account." These 
provisions are the Chinese government's legal forms to safeguard legitimate 
foreign investment interests. The implementation of such policies that 

are favorable to foreign investors is beneficial in dispelling their 
misgivings and in stimulating foreign enterprises to invest in China. 
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In the wake of thorough implementation of the open door policy, even 
more Chinese enterprises will be investing overseas and setting up 
individual and joint enterprise companies. In that case, how are we to 
safeguard our overseas investment interests? Based on international 
experience, we must do a satisfactory job in two areas. First, as stated 
above, we must conscientiously survey and study counterpart nations and 
choose relatively advantageous countries to invest in. Second, when the 
Chinese government concludes and signs bilateral trade or economic and 
technological exchange agreements with foreign governments, it must 
insert special provisions to protect and to implement favorable policies 
for the overseas investments of both parties. The experiences of many 
nations verifies that today, when there is a lack of international 
safeguards for overseas investment, the above two measures are effective. 


12510 
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IPIS-CFA-85-038 
18 April 1985 


FOREIGN TRADE AND INVESTMENT 


QINGHAI, HONG KONG ENTERPRISES RUN JOINT VENTURE 
HK220906 Xining Qinghai Provincial Service in Mandarin 1100 GMT 21 Mar 85 


[Text] All import and export branch companies in Qinghai Province and the 
Hong Kong Ching-hai Company will set up the joint venture Hai-hung Trade 
Company Ltd in Hong Kong. The ceremony to sign the agreement was held in 
the Xining Guesthouse yesterday afternoon. On behalf of both sides, 

Ma Xizhao, director of the provincial Department of Foreign Economic 
Relations and Trade, and Ho Ming-sheng, managing director of the Hong Kong 
Yu-cheng Construction Company Ltd, respectively, signed the agreement. 


This is the first joint venture company to be set up by our province in 

Hong Kong. The scope of its business will be to seek and recommend 
businessmen from other places who are trustworthy to come to Qinghai 

to make investments; to act as agents and distributors of Qinghai Province's 
imported and exported commodities in the Hong Kong and Macao markets; 

to undertake the work of establishing contacts and hold talks on economic 
items, to carry out advisory work for all import and export companies and 
departments concerned in Qinghai Province; to investigate the markets; 

and to provide information. 


Attending the signing ceremony were Huang Jingbo, governor of Qinghai 
Province; Vice Governor Yin Kesheng; Liu Shulin, advisor to the provincial 
government; and leading comrades of departments concerned. Governor Huang 
said to the guests that they were welcome tocome to Qinghai often. Running 
Qinghai's first joint venture company in Hong Kong well is of profound 
significance for exploiting Qinghai's abundant natural resources. 


CSO: 4006/488-F 
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I4S-CIA-85-034 
18 Apri] 1985 


FOREIGN TRADE AND INVESTMENT 


NORWEGIANS TRANSFER COMPUTERIZED TRANSFORMER PRODUCTION FACILITY 
Oslo AFTENPOSTEN in Norwegian 20 Mar 85 p 32 


[Text] National Industry in Drammen signed a new con- 
tract yesterday for delivery of a computer-controlled 
drying installation for production of transformers to 
China. The company is also working on concrete plans 
to become a part owner with 25 percent of a Chinese 
transformer factory. 


The work is a link in National Industry's strategy of internationalization, 
which includes establishing or taking over transformer factories abroad. The 
goal of these establishments abroad is to get a basis for increased exports 
from factories in Norway. 


National Industry's profits for the year were 32.3 million kroner, which is 
a decline of 15 million kroner from 1983 when the profit was 47.3 millions. 
In a press report from National Industry the decline was explained by saying 
that the market for the company's products in Norway has gone backward. The 
decline in the Norwegian market is also the reason why National Industry is 
actively investing in internationalization and product development. The 
company expects significantly better profits in the current year. In 1984 
foreign activity comprised 44 percent of the company's business, and that 
amount will be further increased in 1985. 


National Industry has worked in China since 1980, and has delivered five 
drying plants with a value of 20 million kroner last year. The company con- 
siders China as a very important investment area in the years to come, and 
has submitted a number of bids for deliveries to Chinese transformer factor- 
les. 


In addition to the investment in China, National Industry already has factor- 
ies in the United States, Sweden and Tanzania. The company has also gained 
access to markets in Zimbabwe and Mozambique, and has sales companies in Den- 
mark and Malaysia. National Industry produces hydroelectric generators and 
transformers of all kinds, plus drying plants for transformer products. 


9287 
CSO: 3639/95 


140 











JTPKS-CIA-85-038 
}8 April 1985 


LABOR AND WAGES 


GUANGXI'S QIAO XIAOGUANG ATTENDS CONGRESS OF INDIVIDUAL LABORERS 
HKO20940 Nanning Guangxi Regional Service in Mandarin 1130 GMT 1 Apr 85 


[Text] The first regional congre’. of individual laborers ended successfully 
yesterday. It has marked *h great development in the region's individual] 
economy in towns and townships. The congress will play a positive role in 
further mobilizing individual households in towns and townships to do well in 
business and to invigorate the economy in towns and townships. 


Qiao Xiaoguang, first secretary of the Regional CPC Committee; Wang Rongzhen, 

vice chairman of the regional people's government; (Luo Ming), advisor to the 

regional people's government; Lin Kewu, vice chairman of the regional people's 
congress; and Yang Taiyang, vice chairman of the regional CPPCC, sttended the 

congress. In addition Wang Rongzhen and (Luo Ming) delivered speeches at the 

congress. 


Representatives of Administrative Bureau for Industry and Commerce, and from 
such fraternal provinces as Hunan, Guizhou and Yunnan attended the congress 
and expressed congratulations. 


The congress urged the departments concerned in various localities to seriously 
study and implement the decision of the CPC Central Committee on reform of the 
economic structure, to gain a deeper understanding of the development of the 
individual economy, to continue to eliminate leftist influences, and to 
overcome all problems that hinder the development of the individual economy. 


Also, we should greatly develop the individual economy which focuses on laboring 
and diversified operations. In particular, we should develop the tertiary 
industry so as to conform to the needs of economic development in the urban and 
rural areas as well as the needs brought about by improved living standards. At 
the same time we should improve and strengthen the supervision over individual 
commercial and industrial undertakings and seriously solve the actual! problems 
that hinder the development of individual commercial and industrial undertakings 
so as to create conditions for the development of the individual economy. 


Various localities should establish and perfect associations for individual 
laborers. We should group the individual laborers and let the associations play 
their roles in conducting self-education, independent administration, and pro- 
viding independent services. 


The congress discussed and adopted the charter of regional association of indivi- 
dual laborers. It also elected members of the regional association's first 
committee. (Luo Ming) was appointed honorary chairman of the regional association. 
(Lin Zhong) is the chairman, while (Liao Zhichao), (Yan Lisheng), (Yi Yiquan) and 
(Wen Zhishi) are vice chairmen. The congress also adopted a proposal for the 
region's individual laborers. 
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4S-CHA-85-038 
18 April 1985 


LABOR AND WAGES 


YOUNG WORKERS HELP IN BUILDING KEY PROJECTS 
OW280954 Beijing XINHUA in English 0913 GMT 28 Mar 85 


[Text] Beijing, 28 Mar (XINHUA)--One hundred and fifty young winners of a year- 
long contest in China's key construction projects and 22 outstanding shock 
brigades were commended by the Communist Youth League Central Committee this week. 


The contest, which started last March on 123 construction sites across the country, 
drew | million young workers in 7,000 shock brigades. 


In that time, young workers completed over 5,000 projects. They also saved 
millions of yuan by repairing old or discarded tools and construction materials. 


Among the contest winners were the members of a tunnelling team at a coal mine 
construction site in northern Anhui Province. The young workers tunnelled 
1,855 meters last year, making them the third most productive team in all of 
China's mines. 


At Shanghai's Baoshan Iron and Steel Complex, 273 youth shock brigades completed 
884 delayed or dangerous projects, helping fulfill 1984's plan one month 
ahead of schedule. 


The slogan "Where there is difficulty, there is a youth league organization 


ready for call" proved to be true in every contest site, and the shock brigades 
proved valuable to their enterprise leaders, 


CSO: 4020/168 
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JPRS-CFA-85-038 
18 April 1985 


LABOR AND WAGES 


BRIEFS 


OVERSEAS CONTRACTING-—-The China Construction Engineering Corporation made 
outstanding progress in contracting for overseas projects and promoting coopera- 
tion in labor service in 1984. It contracted for two large projects worth mere 
than US$100 million each. The annual volume of transction [cheng jiao e 

2052 0074 7345] was US$830 million, 3.4 times the 1983 figure. Turnover 

[ying ye e 3602 2814 7345] was close to US$200 million. At home, the eight 
engineering bureaus under the corporation registered a total output value of 
1.297 billion yuan, topping 1983 by 23.6 percent. Labor productivity as 
computed from the output value created by actual construction work topped the 


national average by 18 percent. [Text] [Beijing Domestic Service in Mandarin 
2230 GMT 6 Mar 85 OW] 


HEILONGJIANG LABOR PRODUCTIVITY--In 1984, Heilongjiang Province's industrial 
front set a record in labor productivity. The per capita labor productivity 
of state industrial enterprises of independent accounting was 11,775 yuan, 
an increase of 8.2 percent over the previous year. [Summary] [Harbin 
HEILONGJIANG RIBAO in Chinese 7 Mar 85 p 2] 


CSO: 4006/488-F 
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JPRS-CEA-85-038 
18 Apri] 1985 





TRANSPORTATION 


LI PENG SPEAKS AT COMMUNICATIONS CONFERENCE 
0OW311136 Beijing XINHUA in English 1124 GMT 31 Mar 85 


[Text] Beijing, 31 Mar (XINHUA)--Vice-Premier Li Peng today foresaw a fast 
expansion of communications in China for next 15 years so as to keep abreast 
with the growth of the national economy as a whole. 


Speaking at the national conference on communications, Li Peng said that 
communications still remained a weak sector in the national economy in spite 
of the effort in recent years to expand the facilities. 


More railways would be built, but construction of highways and the expansion 
of river and coast shipping would receive greater attention, in an effort to 
strike a better balance among the various branches of the communications and 
transport departments. 


Restructuring of the management system was the key to further growth, he 
emphasized. This covered the separation of government administration and 
enterprise management so that enterprises could run their affairs on their own; 
encouraging local governments, collectives and individuals to build highways 
and run communications enterprises. Joint management was also encouraged. 


Incomplete statistics show that rural peasants now own 130,000 trucks and buses 
and more than 200,000 boats for inland river transport with a total tonnage 
of 3 million. 


Centralized management of ocean shipping has also been ended. There are now 
40 different departments engaged in ocean shipping. 


The government was formulating policies to promote the development of road and 
water transport and harbor construction, Li Peng said. This included the 
raising of road toll and selling of more buses and trucks to collectives and 
individuals. 


Among the technical measures he outlined were application of advanced foreign 
management experience, construction of high-standard highways to raise 
efficiency, mechanization of dock facilities, wider use of containers and con- 
struction of specialized docks for coal, oil and grain. 


CSO: 4020/17) 
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l8 April 1985 


TRANSPORTATION 


MINISTRY URGES EFFORTS TO IMPROVE TRANSPORT 
OW291408 Beijing XINHUA Domestic Service in Chinese 1240 GMT 28 Mar 85 
[By reporter Zhang Jinsheng] 


[Text] Beijing, 28 Mar (XINHUA)--This reporter has learned the following 

from the ongoing national communications meeting: The Ministry of Communica- 
tions has decided to increase the proportion of highway transport and waterway 
shipping services in the nation's transportation system so as to boost its 
comprehensive transport capability. 


The poor quality of highways in the country permits motor vehicles to drive at 
a speed of only 30 kilometers per hour or so. This has created a major problen, 
that is, it makes travel difficult. To solve this problem, the Ministry of 
Communications has urged efforts to adhere to the principle of building more 
highways and improving their quality in particular. The undue emphasis on 
extending highways at the expense of their quality should be discontinued, and 
efforts should be made to step up construction of modern highways and improve 
existing ones. More roads for motor vehicles will be built in the economically 
developed areas with the emphasis Laid on construction of roads that Link the 
economic centers of these areas with other regions and roads that Link coastal 
areas with interior provinces. Emphasis will also be laid on the construction 
and upgrading of highways between energy production bases and other localities, 
between ports and special economic zones, between traffic bottlenecks of railway 
lines, and between big and medium-sized cities. Highway trunk Lines Linking 
important towns in economic zones or areas should also be upgraded or built. 


It is necessary to firmly adhere to the policy of supporting and developing 
inland waterway shipping. To deal with the many years of decline in inland 
river shipping services, we must pool funds from every possible source, change 
the natural conditions of waterway courses, improve port facilities, build 
modern vessels, and remove lock gates and dams which hinder waterway shipping 
operations. It is imperative to make good use of inland rivers according to 
their actual conditions, use waterways for hydroelectric power generation and 
shipping navigation, and carry out simultaneous construction projects in order 
to develop our inland waterway shipping service into an important component 
part of the regional economy. 
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It has been learned that communications departments will take effective 
measures to make full use of this country's natural superiority, develop 
south-north ocean shipping sea routes, make overall arrangements for ports, 
maritime fleets, and rapid transport services so that they will forum a 
complete transport network, incorporating rail, sea, highway, and inland river 
shipping services, to achieve better economic results. Port construction will 
be carried out mainly in the coastal open cities; in the three delta areas 

of Changjiang, Zhujiang, and Xiamen-Changzhou-Guanzhou; in the four special 
economic zones; and in Hainan Dao so as to turn them into frontline ocean 
shipping centers linking this country with the outside world. A number of 
modern big ports will be built, along with a number of small and medium-sized 
ports. Various rapid transport systems will be set up in port areas instead 
or ,elying on rail transport alone. 


CSO: 4006/510 
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18 April 19385 


TRANSPORTAT LON 


EXPANSION SEEN IN CONTAINER TRANSPORT INDUSTRY 
HKO30411 Beijing CHINA DAILY in English 3 Apr 85 p 2 
[By staff reporter Ding Fuhai|] 


[Text] Containerized cargo service marks an important new step in fleet renewal 
at China Ocean Shipping Company (COSCO) this year. Ninety percent of China's 
imports and exports rely on ocean transportation, spokesman of COSCO told 

CHINA DAILY. 


Spokesmen said: "China has started to place greater emphasis on containerized 
transport, implementing investment and construction projects as part of the 
Sixth Five-Year Plan (1981-1985). By the end of 1985, the volume of China's 
cargo carried in containers is expected to reach 9.5 million tons." 


"By the end of 1985," COSCO officials predict, "the number of container vessels 
with exceed 60, with a total of 50,000 twenty equivalent units (TEUS). One 
20-root-Long TEU has a maximum cargo capacity of about 18 tons. The 12 container 
berths at nine Chinese coastal ports will be able to handle 850,000 TEUS a year. 


Container transport began in the early 1950's, but did not really make any head- 
way until China's new policy of opening up to the outside world was adopted in 
1978. 


With China's expanding economy, container transport has grown in capital invest- 
ment and ship size and speed. Fifteen regular container liner services have 
already been established, with an annual carrying capacity of 115,000 TEUS. 


China's ocean-going fleet now has 21 full container ships and 14 ro-ro's 
(roll-on/roll-off ship) capable of carrying 18,000 TEUS. COSCO also operates 

12 semi-container ships and more than 70 multi-purpose vessels capable of Lifting 
more than LOO TEUS apiece. 


In addition, more than 20 container ships are now on order or already under con- 
struction, and a number of containerized vessels have been built or refitted for 
inland river barge transport, COSCO officials said. 
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The construction of container terminals at the coastal ports began in Shanghai, 
Huangpu, Dalian and Xiamen, following commissioning of the first one in Tianjin 
in 1981. 


China has also accelerated the pace of construction on seven container berths, 
with financial assistance from the World Bank. 


Containerized transport is now available in the harbours of Shanghai, Tianjin, 
Qingdac, Dalian, Huangpu, Zhanjiang and Fuzhou. 


Tianjin, for example, is continuously expanding its shipping services to keep 
pace with national economic development. In the next 10 years, more than 

10 berths will be built there, and engineering work on three container berths 
and reconstruction of a grain berth are expected to be completed within 2 years. 
The rapid port development will push Tianjin into the forefront of the country's 
expanding foreign trade. 


In Shanghai, as a result of 3 years’ effort, the container factory at Shanghai 
Shipyard has utilized compensation trade financing to manufacture nearly 

3,000 TEUS in addition to its conventional cargoliners, bulk carriers and 
multipurpose ships. COSCO Shanghai has 33 modern full container ships and 
"ro-ro's" and an inventory of 40,000 TEUS. Seven additional container ships 
bought in 1984 bring the fleet up to more than 40 ships. 


COSCO is also placing heavy emphasis this year on computerized shipping services. 
The company plans an electronic computer network to help improve fleet manage- 
ment, accounting and statistical work. 


COSCO spokesman said, "With ships, both owned and chartered, calling at more 
than 425 ports in 100 countries and Hong Kong and Macao, our company has become 
one of the biggest shipping enterprises in the world," 


Shipping services to all continents are expanding. General cargo and container 
Liner services have been opening to the United States, Canada, Australia, 


New Zealand, the Middle East, Northwest Europe and Northwest Africa. 


COSCO intends this year to replace old vessels, improve fleet technology, and 
adopt modern technology. 


CSO: 4020/171 
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TRANSPORTATION 


LARGE FLEET, LOW RATES ASSURE OCEAN SHIPPING POSITION 
Duesseldorf HANDELSBLATT in German 26 Feb 85 p 16 


[Text ] At present, the size of the People's Republic of China's merchant 
fleet is certainly second only to Japan's among the countries of Asia. The 
Red Chinese stocks currently amount to around 10 million tons capacity. The 
People's Republic has set itself ambitious targets for the near future. Not 
only is the fleet to be thoroughly modernized and expanded, the Red Chinese 
Government intimates more and more clearly that it will welcome free 
competition in ocean shipping. 


China's merchant shipping is still reputed to have the world's oldest 
conventional freight tonnage. The country's shipping consequently has a 
definitely limited potential because, in the age of the container, China is 
hard put to it to keep up with other countries in rapid and reliable handling. 
This situation is now to be quickly remedied; at least that is the message 
conveyed by the Chinese Ministry of Communications which looks after all 
Chinese shipping. One of the most urgent tasks will be that of replacing the 
obsolete freight tonnage by container carriers. This applies in particular to 
employment in cross trade which China intends to substantially expand. 


In addition to the many shipbuilding orders placed by the Red Chinese shipping 
en-erprise China Ocean Shipping Company (Cosco) for a total of 22 new 
container ships, there are many obvious signs of China's efforts to obtain a 
slice of the cake of world shipping. China is demonstrating an evident 
readiness to slowly end the Sino- American shipping agreement. The growing 
interest of the ship»ing companies in establishing container services between 
Japan and China also serves as evidence of radical change. Already the 
Chinese describe as a “free for all" the scheduled shipping agreements between 
Japan and China, and new cargo lines hoping for profits from this trade are 
added daily. Even Sinotrans, the state controlled forwarding agency, has 
entered into commitments. 


Following the appointment last year of Qian Yonashang, former head of Cosco, 
to Minister of Communications, fundamental administrative reforms were carried 
out within a very brief period. Doubtlessly these include the latest 
development, according to which the role of Sinotrans as the centrally 
controlled freight booking agency for all importers and exporters is to be 
abolished. 











In future Chinese shippers are to have far more freedom of movement in this 
business. Moreover, Chinese shippers may now conclude direct contracts with 
the many autonomous agencies of Cosco and the shipping offices “bureaus of 
maritime transport” (BMT's), controlled by the provinces. In this context we 
should also mention that Cosco Tianjin only set up its own freight acquisition 
department last August. 


Since July 1984 the Red Chinese Government partially freed competition in 
quotations for freight rates both for Cosco and the various BMT's. Also 
abolished was the central allocation of dry cargo, and contract conclusions 
are now possible for the shipping bureaus in the provinces also. As a result 
of these changes, the BMT‘s have already secured for themselves a goodly 
portion of maritime foreign trade. 


Up to now Cosco has consistently kept out of the conference structure on its 
two container routes--to Western Europe and the U.S.West Coast. Cosco offers 
freight rates approximately 10 percent below those of its competitors. At the 
present time, the Red Chinese state shipping corporation is considering the 
resumption of Par East-U.S.West Coast traffic. A rate war is already 
indicated. 


11698 
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TRANS PORTAT LON 


CONSTRUCTION OF FIRST EXPRESSWAY BEGINS 
OW221850 Beijing XINHUA in English 1643 GMT 22 Mar 85 


[Text] Guangzhou, 22 Mar (XINHUA)-—-The construction of a 240-km, six-lane 
expressway Linking Guangzhou with the Shenzhen and Zhuhai Special Economic 
Zones began today. When completed it will be China's first expressway. 


According to local authorities, the 2.1 billion yuan project will be built 

in three stages. The first stage will cover 113 km from Shenzhen to Guangzhou 

and is expected to be completed by 1989; the second and third stages are scheduled 
for completion by the end of 1991 and 1993, respectively. 


The expressway will also connect Foshan, Jiangmen, Shunde and other major cities 
in the province, where commodity production and foreign trade are the most 
developed. Upon completion of the first-stage project, the traffic conditions 
are expected to be fundamentally improved, with daily passage of vehicles reach- 
ing 88,000 on the section between Guangzhou and Hong Kong, via Shenzhen. 


The project is a joint venture of the Guangdong provincial road-building company 
and Hopewell China Development Ltd of Hong Kong. The deal was signed on 
8 October, last year. 


The companies will operate each of the three sections for 30 years from the 
date when they go into service. During the period, vehicles using the route 
will be charged a toll, and after paying capital and interest, the profit will 
be divided between the two firms according to their shares. When the term has 
expired, all properties will revert to the Guangdong company. 


CSO: 4020/171 
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TRANSPORTAT LON 


CITIES IMPROVE AIRPORT FACILITIES, SERVICES 
0W252227 Beijing XINHUA in English 1456 GMT 25 Mar 85 


[Text] Beijing, 25 Mar (XINHUA)--Airport facilities are being improved in 
Xiamen Special Economic Zone and Changchun City in Fujian and Jilin Provinces, 
respectively. 


In September this year, the Xiamen International Airport will install two ramps 
being manufactured jointly by the Shanghai Hoisting and Transport Machinery 
Plant and the Abex Company of the United States. 


The airport is an important facility in the construction of the Xiamen Special 
Economic Zone. 


Work has been started to reinforce and extend the runways of the Changchun 
Airport so that it can accommodate Boeing 707's. 


The airport's terminal building, with a floor space of 3,700 square meters, will 
be expanded more than twofold. When the expansion project is completed in 
November, the airport will open air routes to Guangzhou, Shanghai and Dalian. 


The expansion of the airport will help strengthen ties between the northeast 
China province and foreign countries as well, according to local authorities. 


CSO: 4020/17/71 
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TRANSPORTATION 


GREATER 1985 MOTOR VEHICLE PRODUCTION PLANNED 
OW191848 Beijing XINHUA in English 1529 GMT 19 Mar 85 


[Text] Beijing, 20 Mar (XINHUA)--China aims to produce 363,000 motor vehicles 
this year, 25.2 percent more than last year's plan, said the China Automotive 
Industry Corporation here today. 


A corporation official told XINHUA that the industry will also assemble cars, 
trucks and other products with imported parts. 


China will manufacture 15,500 heavy-duty 8-ton-capacity trucks, 20,000 medium- 
sized trucks, 84,000 2-ton trucks, 21,000 mini-trucks and 5,000 cars, as wel! 
as buses, coaches and jeeps. 


China's automotive industry is prospering with a very large market and growing 
production. It had turned out 63,000 vehicles in the first months this year, 
up 58 percent over the same period of 1984. 


The continuing government policy of enlivening the domestic economy and expand- 
ing trade between town and countryside has increased demand for motor vehicles 
from individuals and cooperatives, as well as industrial and communications 
departments. But production still lags behind a predicted domestic demand of 
500,000 this year, against 350,000 last year. 


The Changchun No 1 motor vehicle plant, China's largest, is striving for an 
annual output of 80,000, despite a state quota of 72,000 this year. Others 
in Beijing, Jinan, Nanjing, Shenyang and Tianjin will also expand production. 


Six inspection organizations have been set up in Beijing, Changchun and other 
four cities to control product quality while boosting production. 


cso: 4020/171 
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TRANSPORTAT LON 


TWO NEW AIRPORTS PLANNED FOR NORTHWEST PRC 
OW020739 Beijing XINHUA in English 0722 GMT 2 Apr 85 


[Text] Xining, 2 Apr (XINHUA)--Two airports, one in Shaanxi and the other in 
Qinghai, will be built this year to cater increasing numbers of tourists, 
according to CAAC Northwest China Administration. 


The airport in Xianyang City, 42 kilometers from the provincial capital of Xian, 
is designed to accommodate Boeing 747 airbus planes, and the other airport, the 
new Xining airport, Boeing 70/7 and 737 planes. 


The scenery, historical sites and customs of minority nationality peoples in 
the northwest have drawn the attention of tourists at home and abroad, and the 
number of tourists has risen by 30 percent annually in the past few year. 


An international airline is scheduled to open between Xining and in Middle 
Eastern airports to transport live cattle and sheep directly from Qinghai. 


The CAAC Northwest China Administration is buying smaller planes and will rent 


three Romanian airbuses to fly from Lanzhou, capital of Gansu Province, to 
Beijing, Shanghai, Guangzhou, Xian and Urumqi. 


CSO: 4020/171 
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TRANSPORTAT LON 


BRIEFS 


TALYUAN-GUANGZHOU AIR ROUTE--Taiyuan, 13 Mar (XINHUA)--Direct air service 
between Taiyuan, capital of China's leading coal producer, Shanxi Province, 
and Guangzhou, capital of south China's Guangdong Province, is scheduled to 
open on 22 March. This is part of efforts to meet the demands of Shanxi's 
booming foreign trade and tourism sectors. There will be one flight a week 
on the 1,700-km route by a Trident every Friday from Guangzhou to Taiyuan, 
returning the same day. The number of foreign business people and tourists 
flowing into Shanxi is increasing, particularly this month when the Wutai 
Mountain, well-known as one of China's most sacred Buddhist mountains, was 
opened for the first time to foreign tourists. Shanxi Province plans to 
buy more airplanes to expand its airline service this year. [Text]! [Beijing 
XINHUA in English 1114 GMT 13 Mar 85] 


INDIVIDUAL BUSINESSES BUYING CARS--Beijing, 28 Mar (XINHUA)--More than 1,100 
trucks and cars worth 30 million yuan have been sold out in five major cities 
since the beginning of this year, mostly to people doing individual business 
in towns and countryside, according to the ECONOMIC INFORMATION. Most 
purchasers are beneficiaries of the new policies of encouraging rural 
prosperity and individual businesses al! over China, the paper said. One 
cooperative transport business in Handan City, Hebei Province, signed an 
order for six cars and one minibus to start a taxi company with. These 

were worth 512,000 yuan, the paper said. Individual ownership of motor 
vehicles was disencouraged before 1979, before the present policies became 
official. The cars and trucks were sold by the newly-established motor 
vehicle trading centers in Beijing, Shanghai, Shenyang, Wuhan and Chongqing, 
the paper added. In addition to Chinese trucks, the centers plan to supply 
70,000 imported motor vehicles this year. [Text] [Beijing XINHUA in English 
1248 GMT 28 Mar 85] 





COMMUNICATIONS IMPROVEMENT--Beijing, 28 Mar (XINHUA)--China is encouraging 
individuals, collectives and local governments to go into the transport business 
to help speed the movement of people and goods, Qian Yongchang, minister of 
communications, said here today. Individual peasants and rural economic 
cooperatives owned 130,000 buses and trucks, in addition to 230,000 vessels used 
on inland waterways, Qian told a national communications meeting. The individual 
sector handled 80 percent of all rural transport in Jiangsu Province, one of 

the most prosperous regions in China, he added. The minister urged local 
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authorities to open more ports, parking lots and other facilities needed to 
accommodate individually-owned vessels and motor vehicles. Individuals, 
enterprises and local governments are also expected to construct highways, 
bridges and other infrastructure projects, Qian said. [Text] [Beijing XINHUA 
in English 1109 GMT 28 Mar 85] 


DOUBLE-HULLED PASSENGER SHIP--Beijing, 3 Apr (XINHUA)--The first Chinese-made 
double-hulled passenger ship is sailing to Shanghai from the Jiangzhou shipyard, 
Jiangxi Province, says today's WORKERS’ DAILY. The 1,500-berth ship is the 
largest of its kind in China. The 6,000-horsepower ship will begin to ply 
between Shanghai and Wenzhou around May, the paper says. It was designed by 
Shanghai's Jiaotong University and built by Jiangxi Province's Jiangzhou 
shipyard on the middle Yangtze. [Text] [Beijing XINHUA in English 0319 GMT 


3 Apr 85] 


JIANGSU HARBOR CONSTRUCTION--Nanjing, 2 Apr (XINHUA)--Workmen began building a 
new breakwater yesterday, opening the second phase of construction at 
Lianyungang harbor in Jiangsu Province. The breakwater, 6,687 meters long, 
will form a 25-square kilometer bay by linking a 5.5-square kilometer island 
with the harbor. Five berths will aiso be built to increase the harbor's 
annual cargo handling capacity by four million tons. The Lianyungang 

expansion project is expected to be completed by 1991. 

Two 35,000-ton coal berths begun during the first phase of construction project 
in 1982 will be finished by the end of this year. The berths, which have a 
cargo-handling capacity of 10 million tons a year, will go into service in 1985. 
Lianyungang is among the 14 coastal port cities authorized to cpen their doors 
wider to foreign investors. [Text] [Beijing XINHUA in English 1658 GMT 2 Apr 85| 


CHANGSHA, HUNAN FOREST PARK TRAIN--Changsha, | Apr (XINHUA)--A new train service 
linking Changsha directly with the Zhangjiajie National Forest Park in western 
Hunan Province was launched today. One train will run in either direction every 
day on the 2l-hour service, which is designed to make it easier for people to 
visit the 8,000-hectare park in Dayong County. Designated in 1982, it is 
becoming an important tourist attraction. Last year 230,000 visitors went 

to the park, compared with 50,000 the year before. It covers mountains and 
forest areas dating back thousands of years, and is home for a number of rare 
species of birds and animals. In the past, tourists had to change trains on 

the journey between Changsha and Zhangjiajie. National park authorities are now 
planning to build an airport. [Text] [Beijing XINHUA in English 1138 GMT 1 Apr 85| 


NEW SHIPPING SERVICE--Beijing, 22 Mar (XINHUA)--The Ministry of Communications 
has released the following information: A scheduled Guangzhou-Qingdao-Dal ian 
cargo-passenger shipping service will be formally inaugurated on 29 March. 

The shipping route is 1,248 nautical miles long. Currently, the passenger 
transport stations at relevant ports have begun to sell passenger tickets for 
the first trip and handle a passenger baggage transport service. [Text] 
[Beijing XINHUA Domestic Service in Chinese 1443 GMT 22 Mar 85] 
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SHIP DEVELOPMENT--Shanghai, 16 Mar (XINHUA)--China is developing more than 

100 new types of ship. Design work on 35 types of them has started. The Chiua 
State Shipbuilding Corporation has laid a plan for developing new types of ship 
in the near future and during the Seventh 5-Year Plan. It has also organized 
shipbuilding research and design units at various localities to begin develop- 
ment work. All the over 100 new types of ship being developed are economically 
and technologically advanced. They include a new type of 65,000-ton oil 
tanker, a new type of 17,000-ton ship which has automatic equipment for unloading 
coal, and a new type of multi-purpose freighter, capable of shipping steel 
products and containers at the same time. [Summary] [Beijing XINHUA Domestic 
Service in Chinese 1721 GMT 16 Mar 85 OW}| 


NORTHERN PORTS--According to SHIJIE JINGJI DAOBAO [WORLD ECONOMIC HERALD], China 
currently has 99 open ports of various forms, of which 54 handle river cargo; 

28 land cargo; and 17 air cargo. With the sharp increase in trade with the 
Soviet Union, departments concerned are considering opening trading ports along 
the Sino-Soviet border and ports along China's northern coast. [Text] [Shanghai 
JIEFANG RIBAO in Chinese 26 Mar 85 [no page given] ] 


FUJ LAN-GUANGDONG LINE--Fuzhou, 31 Mar (ZHONGGUO XINWEN SHE)--Not long ago, an 
investigation and study group was sent by the Science Academy of China's Ministry 
of Railways to Longxi Prefecture, Fujian Province to conduct a feasibility 

study on building a Zhangzhou-Shantou-Shenzhen railroad. The group has con- 
ducted on-the-spot inspection of the natural superiorities and economic develop- 
ment tendency in coastal areas and considers the construction of the coastal 
railroad connecting Fujian Province and Guangdong Province to be imperative. 

The initially proposed route for the railroad is Zhangzhou-Zhangpu-Yunxiao- 
Zhaoan-Shancou. [Text] [Beijing ZHONGGUO XINWEN SHE in Chinese 0755 GMT 

31 Mar 85] 


CSO: 4006/510 
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CHINESE MEDIA ON FOREIGN ECONOMIC AFFAIRS 


USSR, EAST EUROPEAN REACTIONS TO NEW TECHNOLOGICAL REVOLUTION 


Beijing SHIJIE JINGJI [WORLD ECONOMY] in Chinese No 12, 16 Dec 84 pp 58-61, 
73 


(‘Article by Yan Guilin [0917 2710 2651], Economic Research Institute, Chinese 
Academy of Social Sciences, Shanghai: “The New Technological Revolution and 
Industrial Readjustments in the USSR and East European Countries”) 


[Text] A new technological revolution is unfolding vigorously on a worldwide 
scale. The new technological revolution is of necessity touching off 
structural changes in industry, and it has become an urgent matter for every 
country in the world to go along with the tide of this new technological 
revolutior and to adjust their industrial structure without delay. Under the 
impact of this tide of a new technological revolution, the Soviet Union and 
the countries of Eastern Europe are also accelerating the pace of their 
adjustments. The present article attempts a rough introduction and analysis 
of such problems as the urgency, the special characteristics and the main 
content of readjustments in the industrial structures of the Soviet Union 
and the East European countries. 


I. Urgency of Adjusting the Industrial Structure 


The industrial structure of the Soviet Union and of the countries of 

Eastern Europe, set up at a time of developing an extensive type of economy, 
exhibits sharp contradictions between the rapid development of contemporary 
science and technology, the realization of an economic strategy of intensifi- 
cation and the demand for a higher socioeconomic effectiveness. The 
traditional industrial structure has actually become an impediment for further 
economic progress, and this is the fundamental reason for adjustments in the 
industrial structure of the USSR and the countries of Eastern Europe. Faced 
with the challenge of the new technological revolution, the industrial 
structures of the USSR and the East European countries show the following 
two incongruities: 





A. Inconsistency of Traditional Industriai Structure To Meet the Challenge 
of the New Technological Revolution. 


Industrially developed countries, such as America and Japan, are currently 
seizing the opportunity that presents itself in the new technological 
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revolution; they are unsparingly investing huge amounts and assembling 
outstanding scientific and technological talents in an energetic endeavor 

to develop such new industries as microelectronics, new sources of energy, 
new materials, bioengineering, exploration of marine resources, laser and 
robot technologies. Without delay they are adjusting theiy industrial 
structures, and are striving to gain superiority in this competition by 
overcoming all economic difficulties. In the industrially developed 
countries the traditional industrial sectors (such as iron and steel, motor 
vehicles, shipbuilding, etc.) of former days are gradually losing momentum, 
while such new industries as microelectronics, robotics, etc. are experiencing 
vigorous development. Industry in industrially developed countries is 
shifting toward high-technology industries, while the Soviet Union and the 
East European countries have insufficient knowledge of the new technological 
revolution and have been late in this respect as compared with the developed 
countries of the West. Their industrial structures are still the traditional] 
industrial structures dominated by the heavy and chemical industries. New 
industries, such as electronic computers, industrial robots, are in some 
instances only in the initial stages, in some instances still of very small 
dimensions and at a low level of development. For instance, most of the 
25,000 robots manufactured in the Soviet Union during the last 3 years are 
lying in warehouses and are little used because of their inferior quality. 
There is obviously here an incongruity between this kind of an industrial 
structure and the newly ascendant tide of the new technological revolution 
and the worldwide trend in industrial structures. 


The industrially developed countries of the West are in leading position 

in this scientific, technological and economic competition. In 1982, the 
output value of the U.S. electronic industry was $139.2 billion, and 
$53,725,000,000 in the case of the Japanese industry. In 1981, the 
electronics industry accounted for 3.94 percent of the total national 

output value of the United States and for 3.8 percent in the case of Japan. 
In the Soviet Union, on the other hand, the 1980 output value of its 
electronics industry was about 15.7 billion rubles and accounted for only 
1.4 percent of its gross social product in that vear. The Soviet electronii 
computer industry also lags behind that of the United States. In the 1970's, 
for every | million people in the Soviet Union there were 25 third- 
generation electronic computers, while in the United States there were 

422 fourth-generation electronic computers per | million people. In 1983, 
when the Soviet Union had just manufactured the GM-1400 series of electronic 
computers, there were 300,000 computers of that type already in use in the 
United states. Furthermore, the l'nited States and Japan are also ahead of 
the Soviet Union in the area of industrial robots. The United States now 
has 3,000 to 5,000 high-quality machines with magnetic tape stores. In 1981, 
Japan had 47,000 industrial robots, which accounted for 80 percent of the 
world’s total, but the Soviet Union, by 1980, had only somewhat over 

600 robots, of which half were of the first generation that could perform 
only simple tasks according to fixed programs. 


It has, therefore, become impossible for the Soviet Union and the countries 
of Eastern Europe to sit by and watch this continuous development of the 
situation; they have to take positive countermeasures, and must without 
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further delay change the traditional industrial structure by giving priority 
to the development of the newly ascendant industries as the only way to 

turn around the present position of inferiority and gain a firm foothold 

in this field of fierce international scientific and technological competition. 


B. Their Product Composition Is Unsuitable for the International Market. 


The industrially developed countries of the world are currently exerting great 
efforts in the competitive field of export commodities to expand their share 
of the market by means of products requiring a high level of know-how and 
high levels of technology. In the early years of the 1970's, 40 percent of 
U.S. industrial exports were technology-intensive products, in 1980 they made 
up 32 percent. In 1980, exports of technology-intensive products by member 
countries of the EEC amounted to $191.56 billion, which was 21 percent of 
their total exports. In comparison, the products exported by the Soviet 
Union and the East European countries appear old-fashioned and backward. For 
instance, among Soviet exports natural resource-intensive products with 

low added value accounted to 75 to 80 percent, technology-intensive products 
with high acded value for only 7 percent, but among import commodities over 
half were technology-intensive products. Most of the products exported from 
the East European countries are up to now still the traditional machinery 
items. For instance, the machinery items exported by Bulgaria were mainly 
turbogenerators, boring lathes, motorcar chassis, precision textile 

machines, etc. Hungary exported hydraulic turbines, pneumatic hoists, 
harvesters, excavators, combined lathes, compact motorcars, etc. Poland 
exported boring lathes, bulldozers, wrist watches. The GDR exported motorcar 
chassis and tugboats. Czechoslovakia exported petroleum prospect ing 
equipment, etc. There is of course no way that these machinery items can 
compete with such high technology items as large-scale integrated circuits, 
electronic computers, etc., and it is also impossible for them to capture 
Western markets. This shows, that the Soviet Union and the East European 
countries have no other wav to increase the competitiveness of their export 
commodities in the international market but to change the composition of 
their export commodities and increase the exports of nontraditional commodi- 
ties. 


Il. The Tasks, Characteristics and Objectives in the Adjustment of the 
Industrial Structure 


Since the Soviet Union and the countries of Eastern Europe show different 
levels of economic development, each country will have different aspects to 
emphasize, but since they are all members of CEMA, they also will have certain 
objectives in common in the present adjustment. According to the "Basic 
Policy for Economic and Social Development in the Soviet Union for 1981-1985 
and Prior to 1990," adopted at the 26th CPSU Congress, and the relevant 
statements in the April 1981 report given at the 12th Congress of the 
Bulgarian Communist Party and in the report given at the 16th Congress 

of the Czechoslovak Communist Party, the common tasks faced by the Soviet 
Union and the countries of Eastern Europe in the present adjustment are 

the following: 


1. Adjustment of the industrial structure: energetic development of the 
newly ascendant industries, such as electronic computers; 2. Bringing about 
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cooperative development of the various industrial sectors; elimination of 
disproportions of a structural nature. 3. Development of light industry, 
food industry and other sectors relevant to the realization of the social 
objectives of the strengthening the international specialization and 
coordination of production. 


The present adjustment of the industrial structure in the Soviet Union and 

in the countries of Eastern Europe shows two obvious characteristics: First, 
close integration of industrialization with stepped up information acquisition; 
mutual fostering and common prosperity between new-style and old-type 
industries. The level of industrialization in the Soviet Union and the 
countries of Eastern Europe is generally lower than in the United States, 
Japan and other Western countries; especially in some of the East European 
countries, industrialization is still a task that is in the process of 

being continuously pursued. In the present adjustment it is, therefore, 
still necessary to develop heavy industry and to maintain a certain economic 
growth rate. What is needed is to promote information acquisition by means 
of industrialization and to promote industrialization by means of information 
acquisition, and information acquisition that lacks all material foundation 
must not be allowed to be pursued separately from industrialization. This 
characteristic point is also reflected in the focal points in the present 
adjustment of the industrial structure. The Soviet Union and the East 
European countries are making the accelerated development of the machine 
building and chemical industries, which ensure national economic and 
technoleogical progress, the focal points of their adjustments (see Table 1). 
Second, special emphasis on changes in the internal industrial structure 

and industrial proportions. Although the Soviet Union and the East European 
countries also give consideration in the present adjustment to the traditional 
subject of adjustments, namely, to the proportionate development of 
agriculture, light and heavy industry, there is comparatively serious 
attention also given to increasing the production of the food industry and 

of light industry, but the focus of attention in the present adjustment 

is still on the adjustment of the internal industrial structure, with much 
importance being attached to the role of scientific and technological 
progress, that is, shifting toward new techniques and methods, and a 
specialization in the production of know-how-intensive and high-class products, 
the widest use of microelectronic technologies and the use of robots and 

new raw-material-saving substances. 


Table 1: Comparison of Growth Rates of Industries and Branches of Industries 

in the European Countries that are Members of CEMA, 1981-1985 

(Plan norms, in percent) 

Bulgaria Hungary GDR Roman. USSR Czech. 

All industries 128 119-121 131 144 125 114-118 
Machine Building 150 131-134 14] 153 140 =: 128-133 
Chemical Industry 145 126-129 133-135 163 132 112 
Light Industry 125 110-112 126-128 144 119° s-112-115 
Food Industry 120 116-118 113-115 14) 123 112 


Source of Information: BULLETIN OF THE USSR ACADEMY OF SCIENCES, ECONOMIC 
1983, Issue No 3. 
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The concrete objectives which the Soviet Union and the East European countries 
want to achieve are: the machine-building industry to take up 30 to 37 percent 
of the total output value of industry, the chemical industry to take up 

10 to 15 percent. Soviet scholars believe that these proportions of industry 
in the macroeconomy will conform to the current trend of scientific and 
technological progress, will represent the advanced level of social labor 
productivity and will indirectly reflect the demands by modern science and 
technology and modern techniques on the consumption of the main items among 
the means of production. 


III. The Main Substance in the Adjustment of the Industrial Structure 


Becasue there are the above-stated two incongruities in the industrial 
structure of the Soviet Union and the East European countries, the substance 
of the current adjustment is to bring about a change in this incongruous 
situation and to achieve a "double shift." 


A. To Effect a Shift in the Industrial Structure From the Monolithic 
Structure Dominated by the Traditional Industries (Heavy and Chemical 
Industries) to a Structure With Multiple Elements Comprising Both New 
and Old Industries. 


In the present grim situation of being faced with the new industrial 
revolution, the Soviet Union and the East European countries are now 
bestirring themselves to catch up and are energetically developing the 
newly ascendant industries that consume little material and show a high 
added value. Their general policy in developing the newly ascendant 
industries is to increase production that shows high effectiveness and 
that uses advanced means of production and has advanced subjects of labor, 
to ensure an even more accelerated development of such newly ascendant 
industrial sectors as microelectronics, automation equipment, new technical 
processes, robot-mechanical arm equipment, polymeric substances and micro- 
biological techniques. In other words, they want to change the original 
way of resource-intensive developments and go the new way of know-how- 
intensive and technology-intensive developments. The following will give 
separate accounts of relevant conditions: 


The Electronic Industry. In the 1970's, the Soviet machine-building 
industry increased |1./-fold, and within this industry the electronic 
computer industry alone increased 9-fold. In the 1980's, the growth rate of 
the newly ascendant industries, such as the electronic and microelectronic 
industries, in the Soviet Union will increase at a more rapid pace than 
industry as a whole. During 1981-1985, the output of complete sets of 
computers based on microprocessors will increase 7-fold, and the production 
of microcomputers will increase 19-fold. During the period from 1986 to 
1990, the use of microprocessors will increase ninefold. The GDR currently 
has several hundred ESER-series electronic data processing sets and almost 
1,000 micro- and minicomputers in use. The GDR planned to increase its 
entire machine-building production during 1981-1985 by 41 percent, while 
the increase of the electronic and computer industry was to be 56 to 58 
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percent; within this group the production of microelectronic elements was to 
increase 100 percent and that of large-size integrated circuits by 300 percent. 
Soviet publications recently reported that during 1981-1983 the production 
of semiconductor elements and electronic instrument elements in the GDR 
increased 36 percent, and among these items there was a 45 percent increase 
of integrated circuits. Bulgaria has suggested that it will speed up the 
automation of its production and convert to electronic operations. Bulgaria 
plans to increase the output of its machine building industry during 
1981-1985 by an annual average of 8.5 percent, while the growth rate of 

its electronic industry will be 10 to 15 percent. Czechoslovakia is 
preparing for widespread use of electronic computers and microprocessors. 


Industrial Robots. During 1981-1983, the Soviet production of industrial 
robots increased 96 percent and reached 10,700 sets. In the first half 

of 1984, it produced 68,000 industrial robots, which was over 44 percent 
more than during the corresponding period the preceding year. The Soviet 
Union's projection for 1985 is that it will have 100,000 robots. The GDR 
had 32,000 industrial robots of various kinds by the end of 1983, and its 
plans were to produce 40,000 to 45,000 robots during 1981-1985. In Bulgaria 
the number of industrial robots and mechanical arms increased fourfold in 
the last 5 years. During 1981-1983, Bulgaria manufactured 526 mechanical 
arms for industrial use. In 1983, the production of industrial robots in 
Czechoslovakia increased 50 percent, taking the place of 2,500 positions of 
onerous human labor. 


Automated Control Systems and Automated Assembly Lines. During 1976-1980, 
the Soviet Union set up 2,374 automated control systems. For the period 
1981-1985, the Soviets planned to employ 1,700 automated control systems for 
technical processes, over 4,000 items of new technological processes and 
new technologies. By 1983, automated mechanical equipment in the GDR 
accounted for 51 percent of all of its mechanical equipment. In Bulgaria, 
automated assembly lines increased sevenfold in the last 5 years. 


Numerical Controlled Machine Tools. The electronic machine-building industry 
of the Soviet Union has already reached a certain scope and has been 
manufacturing combinations of mechanical and electronic products. In 1980, 
the Soviet Union produced 8,848 numerical-controlled machine tools, and their 
production was increased 14 percent during 1981-1983; in the first half of 
1984 production increased 20 percent over that of the same period in the 
preceding year. In the GDR the production of numerical-controlled machine 
tools accounted for 36 percent of the output of metal-cutting lathes, and 
this figure will reach 50 percent by 1985. During 1981-1983, Bulgaria 
produced 377 items of numerical-controlled equipment for work processes. 


B. Shifting in Product Mix From Resource-Intensive Items to Know-How and 
Technology-intensive Forms. 


Currently, the Soviet Union and the East European countries are shifting 
their focus as regards product mix in two respects: One is the upgrading 
and updating of their products, increasing the production of new items and 
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superior-quality items and the weeding out of obsolete products. Some 
countries have stated that they will revise their original catalog of products. 
For instance, in the Soviet Union the production of over 2,500 outdated 
industrial products has been stopped, while at the same time over 2,000 

new items have been developed and produced on trial. The llth 5-Year Plan 
of the Soviet Union prescribes that by 1985 the proportion of superior-quality 
products shall be raised from the present 15 to 20.5 percent. During 
1981-1983, Romania developed and carried out production of 3,600 new or 
revised items of mechanical equipment. The GDR planned to renovate 14 to 25 
percent of the products of its metal-processing industry every year during 
1981-1985. The output value of in-depth processed materials in relation 

to the total value of steel materials produced was 67 percent in 1960 and 

80 percent in 1985. Hungary's plan provides an increase of 25 percent by 
1990 in the production of steel materials compared to the end of the 1970's, 
also a doubling in this quantity of the proportion of superior-quality steel 
materials. The machine-building industry of Bulgaria intends to renovate 
annually 21 to 25 percent of its products in the near future. The second 
ispect is the focus on the production of know-how-intensive and technology- 
intensive types of products. For instance, the Soviet Union plans to 
manufacture during 1981-1985 several million microprocessors and several! 
tens of thousands of microcomputers. Bulgaria is preparing an increase 

of 10 to 20 percent in the production of work-process-control equipment and 
numerical-control metal-processing equipment, etc. 


IV. Main Measures for the Adjsutment of the Industrial Structure 


To achieve the smooth accomplishment of the Present adjustment, the Soviet 
Union and the East European countries adopted a series of measures, among 
which the following are the two major ones: 


A. Determining a Strategy for Scientific and Technological Development; 
Clarifying a Distinct Direction of the Main Thrust. 


Currently, the Soviet Union and the East European countries and attaching 
increasing importance to the role of scientific and technological progress 
in the national economy. Since the beinning of the 1980's, the Soviet Union 
has formulated sets of resolutions to speed up scientific and technological 
progress. For instance, in the llth 5-Year Plan it passed the "Resolution 
Concerning Measures To Speed Up Scientific and Technological Progress in 

the National Economy,” emphasizing its intention to launch more intensive 
research in the four important fields of microelectronic technology, space 
aviation technology, marine and biological engineering, and furthermore 
demanding that by means of automated machinery, robots and electronic 
computers, automation of technical work processes must be achieved. As 
early as 1974, the Soviet Union formulated a resolution "Concerning Speeding 
Up the Development of Molecular Biology and Molecular Genetics and Measures 
for their Application in the National Economy." In 1981, the Soviet Union 
again drew up a resolution "Concerning the Further Development of Physics, 
Chemistry, Biology and Biotechnology and the Application of Achievements in 
These Fields in Medicine, Pharmacology, Agriculture and Industry," considering 
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bioengineering as a most crucial technology of the late 20th century. In the 
GDR the development of microelectronics is coasidered a focal strategic 
point in the economic development of the 1980's. 


B. Strengthening International Cooperation and Joint Efforts To Solve Key 
Problems. 


The Soviet Union and the East European countries regard strengthening 
specialization of production and cooperation among CEMA countries and 
strengthening joint research and developments as main measures to be taken 
to realize the task of adjustment. With regard to production specialization 
and cooperation, the CEMA countries have over 120 multilateral and over 100 
bilateral agreements among themselves, most of them concerning the machine- 
building and chemical industries. According to their agreements on special- 
ization and cooperation in the machine-building industry, the CEMA countries 
will supply each other 58,000 metal-cutting lathes, 330 transfer machines 
and over | million components and spare parts for metal-cutting lathes 
during 1981-1985. During 1976-1980, there have been over 200 instances of 
cooperation in research and structural planning in such branches of the 
chemical industry as plastics, synthetic resin and rubber, and every year 

90 to 120 specific projects have been accomplished. Through cooperation 
with CEMA countries, the GDR has accomplished over 14,000 research projects 
and created over 1,700 new designs for machinery, while through cooperation 
with the Soviet Union it has found solutions for 80 percent of the items 

in its scientific and technological plans. Recently, the Soviet Union 

and the East European countries are adopting the form of a “program for 
long-term cooperation on special projects" to strengthen mutual assistance. 
Reports have it that this program for special projects has already been 
drawn up and approved for chemical engineering, energy sources, raw materials, 
agriculture and the food industry. 
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